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SHRI 5. M. BANERJEE: Let the
minislers read the newspapers in the
morning and then make statements in
the House on important matters. (In-
terruptions).

12.42 hrs.

FOREIGN EXCHANGE REGULA-
TION BILL—contd.

MR. SPEAKER: We will now take
up discussion on the Foreign Ex-
change Regulation Bill. Time already
taken is 1 hour 35 minutes, Balance
time for general discussion is 2 hours
25 minutes, Time for clauses 1 hour,
and time for third reading 1 hour.
Shri Jaganatha Rao to continue his
speech. He is not here.

SHRI SOMNATH CHATTERJEE
(Burdwan): We have given notices of
some amendments this morning. Will

vou kindly direct them to be circulat-
ed?

MR. SPEAKER: It is too late now.
If there are one or two amendments, I
can allow. But there are so many, 1
do not want to introduce this practice,
Why do you trespasg the rules every
day, nullify everything we hsve been
folowing and introduced new prac-
tices? Shri Mahajhan

SHRI Y, 5. MAHAJAN (Buldana):
Sir, I raise to support the Foreign
Exchange Regulation Bill as amend-
ed by the Joint Committee. Exchange
control was first adopted in India on
the outbreak of the second World War
under emergency powers derived
from the Defence of India Rules.
First it was confined to countries of
the non-sterling area, particularly the
US dollar. It was put on a perma-
nent basis in 1947 and later extended
to countries belonging to the sterling
area also. The Act has been adminis-
tered by the Reserve Bank in accor-
dance with the general policy laid
down by the Government in consulta-
tion with it. Exchange control in India
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supplements trade control also as ad-
miristered by the Ministry of Com-
merce under the Import and Export
Control Act, 1947, In spite of this vigo-
rous control there has been widespread
leakage of foreign exchange through
underinvoicing of exports and overiu-
voicing of imports. The extent of the
lpss thus suffered has been estimatled
by the Kaul Commitiee at Rs. 240
crores per annum. That Committee
went intg this matter at great length
and came to this conclusion. It is real-
ly difficult to make a correct assess-
ment of the loss suffered through the
illegal and nefarious activities of the
importers and exporters. Some know-
ledgable persons have put it at a much
higher level. If we take into account
the loss suffered through smuggling
of go.d, the total assumes a stupend-
ous amount,

It is to plug the loopholes in the
original Act and to amend and con-
solidate it that this present Bill has
been brought forward by the Finance
Minister. It seeks to conserve the
scarce foreign exchange resources of
the country and ensure its proper uti-
lisation for the economic development
of the country by regulating all pay-
ments, dealings or transactions in
foreign exchange and securities and
also the import and export of currency
and bullion.

To start with, the Bill centralises
all foreign exchange transactions in
the hands of the Reserve Bank of
India. Therefore it say: that no per-
son other than an authorised dealer
can purchase or otherwise acquire, or
borrow or sell or otherwise transfer
or lend to any other person any fore-
ign exchange without the general or
specia] permission of the Reserve
Bank of India.

Sub-gection (4) of that section has
been amended with a view to make it
impossible to under-invoice exports or
over-invoice imports, If a persnn
sends or brings any goods of a kind,
quality or quantity different from that
specified by him at the time of acqui-
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sition of foreign exchange he shall be
presumed to have contravened the
provisions of the Act.

Section 18 compels the exporter to
disclose and repatriate the full export
vaiue of the goods exported, and pre-
vious permission of the Reserve Bank
of India 15 necesssry in case of short
realisation. The Reserve Bank of
India has been allowed 20 days with-
in which to communicate the permis-
sion applied for by the exporter. This
provision was found necessary as a
fairly large amount of our exports of
commodities such as tea takes place
on consignment basis.

The Bill lays down specifically and
emphatically tha{ a person who s
resident outside India or who is not
a citizen of India but is resident in
India or a company which is not in-
corporated under any law in force in
indis or in which the non-resident in-
terest is more than 40 per cent shall
not act or accept appointment as agent
in India or any person or company or
as technical or managerial adviser in
India of any person or company with-
out the general or special permission
of the Reserve Bank of India. Simi-
larly, no foreigner or foreign com-
pany can accept any employment in
India or practise any profession or
carry on any occupation, trade ot
business in India without the special
or general permission of the Reserve
Bank of Irdia, especially when the
foreigner wants to use the earnings
here for converting it into foreign ex-
change and repatriate it to his coun
try. .

The Act further lays down that a
foreign company cannot carry on any
husiness of manufacturing, trading or
any other nature without the previous
permission of the Reserve Bank. It
means that all the foreign controlled
companies will now have to take the
permission of the Reserve Bank of
India to carry on their business in
this country. Then, no foreign com-
pany can buy, partly or wholly, any
undertaking in India without the
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general or special permission of the
Reserve Bank.

These provisions are in conformity
with our policy regarding foreign ir}~
vestments and foreign companies in
this country. But, in actual practice,
it is not intended to restrict the acqu-
isition er holding of immovable pro-
perty for the use of approved com-
mercial and industria] uses of forel-
gners and foreign companies Such
use would naturally include factory
angd office premises, employees’ quar-
ters for staff and. in appropriate cases,
even the need for legitimate purposes
of expansion.

Then, there are companies in India
which have been resorting to or doing
trading work. They have been carry-
ing on activities of a trading charac-
ter. Such companies will have to
come back to the Reserve Bank for
ecarrying on their business in future.
These provisions have been found
necessary because we do mnot wish
that foreigen companies should carry
on trading activities in this country.
Our companies, our people, are well-
equipped or sufficiently trained to do
their own marketing. It is not neces-
sary to take the help of foreign com-
panieg for the purpose. I am glad that
the Firnance Minister has already
declared that foreign trading com-
panies will have to convert them-
selves into Indian companies in
future.

There are some foreign companies
which have been evading our licens-
ing procedures and entering into non-
essential lines, such as, consumer pro-
ducts, and doing a peculiar type of
business. It is reported t{hat one
foreign company buys the entire out-
put of an' Indian manufacturer and
markets after what is called process-
ing and then sells it under its brand
name at an exorbitant price and
makes s huge profit. These profits are
repatriated out of India under various
names, such as, royalties and head-
office expenses. In this way, the
country suffer a heavy loss of foreign
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exchange. Therefore, it is to curh
the trading activities of such com-
panies that stringent provisions have
been made in the Act,

Then, “processing” has been defln=d
in clause 28 and it has been defined
as subjecting an article to a manual,
mechanical, chemical, electrical or any
other like operation but does not in
clude such operations as merely press-
ing, packaging, re-labelling and bran-
ding. As a result of thig Bill. I
should like to bring to the notice of
the House that the Hindustan Levers
which is a subsidisry of a foreign
companies and which is now engaged
in the manufacture of consumer items,
such as, detergents, soaps, toilet pre-
parations, edible fats and such other
things hss already decided to shift
away from consumer products since
the Government frowns upon foreign
companies in the field of consumer
products. It has further decided to
diversity into otrer areas as it will
simultaneously result in the dilution
of foreign equity participation.

This Bill has given much greater
powers in the hands of the Resorve
Bank of India. Tremendous powers
have now been conferred on the Re-
serve Bank of India and these powers
will have to be used on hundreds of
ocessions. But these powers have to
be used by the Bank in accordance
with instructions or directions from
the Government of India. But when
these directiong or instructions are
issued or when the Reserve Bank
uses these powers, both the Govern-
ment and the Reserve Bank will have
to bear in mind three objectives of
the Bill, namely, (1) to conserve the
scarce foreign exchange resources of
the country, (2) that they are pro-
perly accounted for, and (3) that they
are properly utilised for developing
the international trade of this coun-
try.

Now, this Bill has been criticised
by some hon. Members on the other
side, particularly, by Shri Jyotirmoy
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Bosu by saying that this Bill will not
be effective because it does not con-
fer on the Reserve Bank blarket
powers. My submission is that the
powers conferred on the Reserve
Bank are sufficiently stringent, suffi-
ciently big, and, to confer any more
powers on the Reserve Bank will be
to invite bureaucratic rule. That
will mens giving it dictatorial powers
which will really not promote the
interests of the country but will result
in obstructing and inhibiting inter-
national trade. On the other hand,
the expansion of international trade
is necessary not only for the prospe-
rity of this country but also for the
optimum utilisation of its resources.

Then, my hon. friend, Shri Indrajit
Gupta who otherwise made a good
speech came to a conclusion that most
of the amendments made in this Bill
are only meant to satisfy the wishes
of Mr. Piloo Mody and his {friends,
Mr. Piloo Mody must be considered a
very fortunate man if he can get
things done without the power and
the responsibility that flows from it.
I am afraid, the conclusion is wvery
strange. He also wants more strin-
gent provisions but again the same
argument applies viz., that the powers,
given to the Reserve Bank are big
enough and if we give bigger powers,
then it will mean perhaps corruption
and nepotism. The Bill takes suffi-
cient precautions to see that the fore-
ign exchange resourceg are fully re-
patriated, are properly utilised and
that under-inveicing and over-invoic-
ing are minimised to the greatest ex-
tent possible.

With these remarks, I support the
Bill.

SHRI VIRENDRA AGARWAL
(Moradabad): Mr. Speaker, Sir, the
objectives of the Foreign Exchange
Regulation Bil] are laudable, but I
believe that the Bill, as it is, may not
meet these national objectives, Though
I was not associated with the Joint
Committee, T feel that the Committee
has done a good job.'A large number
of provisions have been included by



Foreign Exchange

233

which deterrent punishments have
been provided to the deifaulters,

Sir, the growing menace of black
market 1n foreign exchange mus:i be
checked and it possible, not only to
conserve toreign exchange but also
to augment the resources which [ 1eel
are vital for our developing economy,
every attempt to plug al loopholes
which resuit in loss of foreign ex-
change must be made. Leassge of
foreign exchange and smuggling have
created enormous problemsg and tney
need Lo be tackled 50 that they are
utilised for productive purposes. But,
Sir, it is also essential that the Gov-
ernment and its agencies must make
a thorough and deep study of the
problems, identify them snd suggest
such remedies which will really solve
the problems. My friend, Mr. Maha-
Jan, has just talked about the sweep-
ing powers which are being vested in
the bureaucracy. We all know that
these powers at times have helped in
exploitation of one’s office whicin in-
directly means that the corruption
grows ar.d grows at a faster pace. We
all know that corruption is growiny
and we at times feel that such Bills
rather than curbing the black market,
in fact, help the tendency for black-
marketing to grow. There is a grow-
ing concern that the Government's
action may not help in realising its
objectives but will surely prove to be
a hurdle for accelerating the pace ol
growth rate. At the moment, the na-
tion, for its industrial and technoleo-
gical progress, needs technical
knowhow and foreign capital. But
the present policy is so riddled with
gical progress, needs technicaul
ing the inflow of foreign capital in
the country and the outflow of foreign
resources are not likely to go very far
to meet the national objectives. The
problems of implementation and en-
forcement of the law will inevitably
generate corrupt practices and un-
healthy tendencies.

13 hrs,

The Kaul Committee had estimated
the leakage of foreign exchange at
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Rs. 240 crores, while another estimat:
—non-official estimate—had put this
at Rs. 1,000 crores and the committee
also had pointed out the seriousness
ol ine offences relating to foreign ex-
cnange and the need to effectively
punizh the offenders in the interests
vl the society., A firm control and
elimination of this colussal plunder 15
of inestimable value for strengthemng
our economy and for giving rehet to
the poorer sections of our population.

While I support the several mea-
sures which have been included in
this Bill, I would particularly iike to
draw the attention of the Finance
Minister in, respect of two clauses.
They are clause 27 and clause 32(7).
The clause 27 points out:

“Without prejudice to the provi-
sions of clause (3) of sub-section
(1) of Section 19, no person resident
in India, shall, without the previous
permission of the Central Govern-
ment, associate himself with or
participate in whether as promoter
or otherwise any concern outside
India engaged in, or intending to
engage in any, activity of a trading,
commercial or industrial nature-
whether such concern iz a body
corporate or not.”

This clause seeks to restrict persons
resident in India from associating
themselve with or participating in,
whether as a promoter or otherwise,
any concern outside India engaged in,
or intending to engage in, sny activity
of a trading, commercia] or industrial
nature, whether such concern is a
body corporate or not. The expres-
cion “associate himself with"” in clause
27 has not been defined. Explanation
at the end of the clause merely ex-
cludes relationship as an employee.
The expression ‘associate’ in Cham-
bers Dictionary has been given, inter
alia, the following meanings:

‘To join, connect, link; To con-
nect in one’s mind.”
In Websters Dictionary, the expres-
sion “assuciate” hag been given, inter
alig, the following meanings:
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“To join as a partner, friend or a
companion, to keep company with,
attend, to bring together in any of
the various ways (as in memory or
imagination)”.

Accordingly, “associate himself with”
may have very wide connotation. It
m2y include floating of enquiries ab-
road to explore avenues of export
business. It may also include ex-
change of communications, or even
conversion on the subject at informal
gatherings. In this view of the mat-
ter, no person resident in India can
venture to initiate action for promot-
ing exports of goods or technology or
services. Particularly with regard to
joint venture projects and quoting for
turn-key projects, negotiations, collec-
tion of data, survey of market poten-
tial and financing possibilities, ete.
have all to be carried out and explcr-
ed in sufficient detai] before any
scheme or details can be submitted to
the Government. The requirements
of the section are, therefore, entirely
unworkable. It is also not wunder-
stood how any cemmunication betwe=n
a rerson resident in India and a party
ahroad for exploring business possi-
bilities can lead to misuse of foreign
exchange., Thefore, I suggest that the
Finance Minister should try to bring
suth a change in this clause that peo-
ple should not be debarred in initiat-
ing negotiations and other things with
the foreign parties. This clause,
therefore, needs to be re-worded as
under:

“Without prejudice to the provi-
sions of clause (e) of sub-section
(1) of Section 19, no person resi-
dent in India shall, without the pre-
vious general or special permission
of the Central Government....
participate in the capital or mana-
gement of.... any concern outside
India engaged in. or intendinz to
engage in, any activity of a trading.
commercial or industrial nature,
whether such concern is a body
corporate or not.”

Clause 32(7) should alse be changed
in the following manner.
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“No Airline, shipping company,
travel agent or other person shall
book a passage for any person resi-
dent in India. for foreign travel
unless the booking of such passage
has been approved by the Reserve
Bank on an application made to it
in this behalf in such form and
containing such particulars as may
be specified by the Reserve Bank
and signed by both the person in-
tending to undertake such travel
and the person intending to book
the passage”

There are some mistakeg in drafting
these clauses and I feel these two
clauses as they are drafted may not
serve the purpose for which they are
meant. The drain on foreign ex-
change has undoubtcdly reached
scandalous proportions and thewe is
no kind of effective checks. While
the Government has imposed heavy
restrictions in respect of foreign ex-
change regarding students and others
who go abroad and they are strainded
at times and are required to
live under shobby exictence, in the
case of Ministers and political leaders,
while they go abroad, they are allow-
ed such unlimited foreign exchange.
it is felt that there should be some
rational and judicious distribution of
foreign exchange, irrespective of the
fact whether one is a politician or
Minister or a student.

There is also a widespread impres-
sion that the Ministers are allowed
to have their accounts in foreign ex-
change in foreign countries. I would
very much like the Government to
find oyt which Minister in this
country has got a foreign ecxchange,
how he has accumulated foreign ex-
change in foreign countries.

MR. SPEAKER: Also the Speaker,
1 would very much like to share with
you if I have got anything.

SHRI VIRENDRA AGARWAL:
Another guestion which I would like
to present before you is about smug-
gling. Smuggling i= another maior
problem and those engaged in this



237  Foreign Exchange

activity have misused our foreign
exchange regulations, We know that
Government have recemtly conceded
that seaborne smugglers bring a
zoods worth Rs, 400 crores annually
from the neighbouring Arab coun-
tries. With the meagre facilities at
their disposal the customs are not
equipped to counter these smugglers
and their massive operations. Cus-
toms can fight the smugglers effec-

tively if they have a fleet of well
equipped high speed boats, a few
helicopters or hovercrafts and an

efficient communication net work. A
random check shows that gold is no
longer the main item of smuggling.
Gold prices have gone up in inter-
national market and margin of profit
has fallen very low. Synthetic fibres,
watches, liquor, cigarettes, blades,
taperecorders and television sets are
the craze now. These goods get their
way to various depots in the depart-
ments where these goods are being
sold.

It is true that in the Bill it is men-
tioned that foreign capital can freely
participate upto 40 per cent in a
concern here and it will not be treat-
ed as a capital of a non-resident. But,
Sir, there is a certain amount of scare
in foreign countries that India is set
on the path of regulating activities of
foreign companies in such a manner
as would discourage even their legi-
tilate activities, What is therefore
required is to wundertake a proper
campaign that while trying to hring
about a measure of regulations India
would welcome the continued inflow
of foreign capital in selected fields.

We note that the prospects of
foreign aid to-day are not bright
and we also note that the foreign
exchange requirememnts are likely to
reach Rs. 3,000 crores by the end of
the Fifth Plan. While we can cer-
tainly continue talking of self-
reliance and economic Swaraj T feel
the need of foreign exchange is likely
to grow and grow at a faster pace and
we have to see that because of
foreign exchange, the growth rate of
_this country should not be allowed to
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pe! slowed down. Foreign exchange
Is not a fruit which is grown on a
tree and can be plucked at your will.
That is what a nation must appre-
ciate.

There is a lurking fear in the minds
of the people that exchange control
will cut off the country from the
rest of the world. The -country's
economic policy has sought to mim-
mise co-operation with other coun-
tries under the mistaken belief of
economic independ¢nce. The new
control mechanism needs to be so
liberal and meaningful that it does
not become restrictive. This task
should be looked upon as promotional
in character because by playing a
positive role in setting up joint
ventures abroad. we would not only
be forging new economic and com-
mercial relations with the developing
countries but also provide us an im-
portant instrument of export promoe-
tion. We, as a nation must appre-
ciate that internationalisation of pro-
duction and investment. multi-na-
tional companies commanding enor-
mous resources financial, technical
and managerial have become an im-
portant source of irternational trade.

The powers which are granted in
this Bill to the Reserve Bank, if
they are employed in a positive way,
I am sure, this Bill can do some-
thing, But we have vet to see to
what extent we really succeed in
checking the growing menace of
black money in foreign exchange.

MR. SPEAKER: Shri B. N. Shas-
try—not here.

Shrimati Gayatri Devi—also not
here.
Shri Madhu Limaye—He is also
absent.
Shri Raja Kulkarni—I am very

happy you are there.

SHRI RAJA KULEKARNI (Bom-
bay-North-East): I support the Bill
but, at the same time, I feel that
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looking to the gravity of the econo-
mic crisis in our couniry, the dose
which this Bill wants to give Dby
regulating the dealings and transac-
tions in foreign exchange should have
been more stronger.

The experience of the last 25 years
of the working of foreign firms in
our country has not been fully put
to thig test even with this Bill,
though, no doubt, @ number of bad
experiences which our country had,
are now being utilised and regula-
tions are being brought. But the
gravity of the situation of gur eco-
nomy both from inside as well as
from the international trade must be
taken into account to note the effec-
tive character of this Bill. What is
the prebent level and the status of
our foreign exchange reserves? In
June, 1973 our country’s position in
respect of foreign exchange reserves
has been Rs. 846 crores. Now, it is
true that it has not been a bad posi-
tion. But, at the same time, looking
to the burden now due to rising im-
ports and the rise in international
prices of industrial raw materials
‘that our country wants to bring, this
position ig not at all satisfactory and,
therefore, a very big effort needs to
to be made to conserve foreign ex-
change and to prevent all leakages
in our export earnings. When the
Government ix making allocations in
the budget for foreign exchange this
year for the various commodities, the
big imports that are now pending are
the food imports for which Govern-
me¢nt has allocated about Rs. 560
crores.

Similarly, the bill of crude imports
also has been increasing every year.
Four years ago, it was hardly
Hs, 93 crores which our country was
paying, but now, the country has to
pay about Rs. 3.50 crores mainly be-
cause of the rise in crude prices.
Similarly, more than Rs. 100 crores
are to be allocated for the import of
fertilisers, Besides, the country has
also to make allocations for the im-
port of important industrial raw
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materials whose prices are also going
up by more than 10 to 15 per cent
in the international markets, The
import bill for ferrous and non-
ferrous metals which are necessary
to keep our industries in the priority
sector going, is so huge that the gulf
between the exports and imports has
been widening. Our country has
been always having an wdverse
balance of trade. Now, this gulf is

ttnding to become bigger this year.

[ know that we are making the big-
gest efforts to increase our exports
and thereby reudce this gap, But
there will always be limitations in
increasing our exports.

We know that the situation in the
international currency ‘market is a
very uncertain one, The uncertain-
ties and fluctuations in the interna-
tional monetary system are affecting
our export earnings, and in fact, our

exports during the last year or two

were affected by this.

The gold convertibility of the
dollar has been suspended from
August, 1971. Our export earnings

were thereby affected. During 1971-
72, we had hardly an increase of 2
per cent in our exports. No doubt,
our export earnings had gone up, and
this also partly reflects the appreciat-
ed value of the assets arising out of
the change in the exchange rates.
Due to the rising prices and due to
the uncertainty of the exchange rates
in the internatiomal monetary sys-

tem, we see only a very limit¢d scope ;

for increasing our export earnings.

Therefore, when our country has to
face such a big capital bi.l, we have
to tighten our belt and try to con-
gserve foreign exchange resources and
also plug all the loopholes and lea-
kages as a result of invoice mranipu-
lations and other such dealings. R

Emphasis hag been rightly laid on
the working of the foreign companies.
As a result of the experience gained

during the last twenty-five years,
all the loopholes are now being
plugged.

»
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When the original Act of 1947 was
passed, Government allowed remit-
tances by a number of foreign com-
panies through some agreements,
gsince it was necessary to do so for
the purpose of industrialisation ot
our country. In 1952, Government
gave a lot of concessions by way of
remittances in foreign exchange to
the foreign oil companies who set up
their refineries in thig country.
Those agreements were to last for 25
years, ] would like to know whe-
ther today our Governm¢int are go-
ing to scrap those agreements with
Burma Shells and Essos under which
concessions have been given which go
contrary to the regulations unde:
this Bill. I would like to know whe-
ther Government are going to nullify
these concessions under these agree-
ments or not.

Those agreements are still in vogue
and that is a very important point.
These multi-national companies are
plundering and looting our foreign
exchange resources whatever may be
the provisions of the Foreign Ex-
change Regulation Act. We are talk-
ing about regulating ddals of these
branches and converting the trading
branches of foreign firms intc Indian
companies. We are making a distine-
tion between two types of foreign
firms those which are acting as bran-
cheg and those which are in the
manufacturing side. This distinction
is not going to help in our effort.
«The RBI has said that there are
about 278 branches of foreign firms
working in this country. Some of
these are in trading. Most of the oil
companies, Burmah-Shell, Esso and
Caltex have branches in the market-
ing side and they are registered rupee
controlled companies on the refinery

side. They are both. They can
manipulate. Through interlocatory
arrangements. These multi-national

companies do not say they are com-
mitting a breach of law, but they can
manipulate thefr accounts; they can
conceal their earnings. That is what
they have been doing during the last

25 years,
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These foreign oil companies
whether they operate as“branches or
rupce-controlled companies under the

Indian Companies Act, they have
various channels for draining away
our foreign exchange. Take for

example, the gquestion of crude prices.
Because they are functioning as
subsidiaries, they can manipulate
crude prices. They were getting
discounts on posted prices. They are
given foreign exchange on posted
prices—basis while discounts were
transferred to their international
parent companies, The discount was
credited in the name of their asso-
ciates which ultimately went to the
international parent companies and
these companies were only acting as
an outlet for the crude of the inter-
national cartels in the world,

This was going on for 15 years.
Then some regulations or price con-
trol came on crude. Even now, after
1970, though the whole situation has
undergone a change in the interna-
tional market. There is no control
over their transactions and invoice
manipulations. These companies,
whether they are functioning as
branches or whether they are func-
tioning on the manufacturing side as
rupee—controlled companies, they are
stil] deceiving this country in their
dealings and transactions on prices.
They are not showing at what exact
price their associates are asking.
Burma-Shell and Esso both have
branches on the marketing side.
Both their refinery companies are
legally separate registered companieg.
Now both of them are not free in
their dealings. At what rate crude
is procured or purchased actuslly, is
decided by their parent companies.
They refused to disclose informa-
tion such as at what rate they are
getting the crude processed through
the refinery in this country. These
methods help multinational compa-
nies not only to transfer profits from
one company to another in the same
country but from one country 1o
another country also.
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I have got a lot of experience, as
to how these international oil com-
panies have been dealing with these
remittances and not only through the
channel of prices and the service
charges that they levy, but also
throueh other trading activities in
the name of own brand. Only re-
cently the Government had to bring
a ban on the sales of some accesso-
ries of automobilies by Burmah Shell
and Esso. These companies were
making fabulous profits in their
brand names by taking the products
manufactured by the Indian concerns.
Thely were doing unauthorised trad-
ing by =elling some accessories of
automobiles. Ewven with this Bill,
how far the Government will be able
to take away their profits from
unauthorised trading, like automobile
accessories made by the foreign oil
companies like Burmah-Shell and
ESSO, one does not know. One does
not know how for the distinction
between authorised and ynauthoriscd
trading and their profits would be
effective. How far this Bill will be
able to control it effectively is not
known.

I will give another example. Apart
from the o0il companies, there is
another companv, an international
company, namely, the ICI. The ICI is
engaged in manufscturing and I
am pointing out this instance to
show how even in the manufacturing,
there is @ necessity to force these
international firms to convert them-
selves into Indian companies and
subiect themselves to all the regula-
tions of the Indian laws. The ICI
has one subsidiary wit: 55 per cent
shareholding interest in the company
which is registered in 1961, known as
the Chemicals and Fibres of India.
Tt is known as CAFIL This CAFI
ha= 556 per cent ICI shareholding, and
the TCT has got a complete hold on
the inaragement of this companv.
This CAFI <tarted production in 1965.
It is not a priority production. It is
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not at all in the list of essential
goods. Thely are polyster fibre manu-
factures. In 1965 they started manu-
facturing. In four years’ time, the
dividend that was paid by the CAFI
was more than the original share-
holding capital which was Rs. 294
lakhs. In the first four years, by
dividends, they could recover not
only the original capital but the
company gave to the shareholders
two additional bonus shares and ex-

pended the capital. A sum of
Rs. 2,40,00,000 was added tg the
capital,

Apart from this, ICI brought in-
fluence on the DGTD's department
and got expansion. When other
Indian entrepreneurs were not getting
licence for the manufacture of polys-
ter fibre ICI got an expansion from
the original capacity of 2,000 tonnes
to 4500 tonnes and then to 6,100
tonnes. So, these are the activities
which are going on in the manu-
facturing side by the companies.
To these international companies we
would like that some strong doses are
given by amending the present legis-
lation.

MR. SPEAKER: The others also
have got to speak, and you should
not take their time. Now, M. Madhu
Limaye, wou have come now.
called your name earlier.

ot w9 famd (FiwT) 0 A0 ey

aga 3T F ard ) H o e arET
FTIRTE | " wifE § g 9y |

MR. SPEAKER: Mr. Somnath

Chatteriee, Members of your party

have already spoken. We will try
to mdiust wou somewhere. Now,

Shri Madhu Limaye,

st vy femd : mEw wEET;
& amgar a1 fr g ofaw # Tamar
ST
MR. SPEAKER: Then, Shri Som-
nath Chatterjee; for a few minutes.
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SHRI SOMNATH CHATTERJEE
(Burdwan): This ig very important
piece of legislation, It is well known
how there are wide spread malprac-
tices in the foreign exchange matters
and how there is large-scale drai-
nage of foreign exchange, which is
estimated at anything  between
Ks. 250 and Re. 1,000 crores a year.

The main purpose of any foreign
exchange mrjisure iz not only con-
servation of foreign exchange reserv-
¢s but also proper utilisation of
foreign exchange for economic deve-
lnpment of the country, by plugging
loopholes and stopping drainage. The
atility of any foreign exchange law
can only be gauged by its impact on
the general economic development of
the country.

13.30 hrs.
[Mr. DpuTy-SPEAKER in the Chair].

Must of the old provisions had
been retained except one or two
striking omission which I shall point
out later on. Some new provisions
have bcen made which apparently
seem very important, I use the
word ‘apparently’ designedly. Some of
the new provisions have been inele-
gantly drafted besides it will be
seen that some openings have been
made for improper use of the provi-
sions of such loopholes as are there
which will make the proper applica-
tion of the law completely infructu-
ous,

Previiusly the provision was that
no person resident in India shall
without the permission of the Reserve
Bank of India do anv act whereby
the control of any business outside|
India by that resident would be lost.
If a resident in India was controlling
some business outside India, nothing
should be done by which the Indian
resident would lose that control.
The word previouslv used was ‘con-
trol’. That word had a well known
jurisdic concept. There are wvarious
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ways of controlling and one factor
is holding 51 or 50 per cent. The
recent company law amendment Bill
has made stringent provisions to
make this concept of control effective
by introducing concepts of some
management and group control, But
you will be surprised that this Bill
makes a very important deviation
from the old provision. Clause 26(3)
says: no persons resident in India
shall in respect of any business out-
side India whose non-resident interest
is 49 per cent or less do any act
whereby non-resident interest in it
becomes more than 49 per cent. Even
when the shareholding interests was
less than 49 per cent control could
be there. The scope of the previous
legislation was much wider but that
is now sought to be restricted in
this BillL Control can be exercised
by 20 per cent shareholding, 25 per
cent shareholding, In Company law
we are going to do it at 20 per cent.
But why is it allowed now that a firm
could go out of control if the share-
holding resident interest is less than
49 per cent? Therefore, to a great
extent the stringent provisions of the
previous Act are being done away
with by introducing a provision like
clause 26(3). I have given some
amendments but because it was late
probably they are not being circulat-
ed. But I do request the minister to
look into it.

Clause 26(4) says:

‘Notwithstanding anything con-
tained in any other law, no transfer
of an interest in any business in India
made by a person resident outside
India to any person also resident

outside India shall be valid unless
such transfer is confirmed by the
Reserve Bank.... '

Mr. Ganesh is very well aware of
the recent instance—I have been ap-
proaching him in this matter—of the
take-over of Metro Cinema by means
of teansfers between an American con-
cern and a Swiss concern. The minis-
ter admitted on the floor of the House
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that it is a shady transaction. The per-
sons trying to corner the company are
speculators of an iniernational group.
Even then it was said that the Foreign
Exchange Regulation Act did not make
adequate provision to deal with such
a situation. But what lesson have we
learnt? We are maintaining here iden-
tical provisions. In the case of clause
26(3) we have made it less stringent.
So far as clause 26i4) jis concerned,
we have got a glaring instance before
us. Litigation is going on the Calcut-
ta High Court and in my own hum-
ble way I am trying to stop the take-
over. But the Government is a silent
spectator. An Indian person taking
advantage of the transfer of shares
between two foreigners is taking con-
trol of Metrp Cinema in Calcutta by
means of a power of attorney only
and the Government here cannot du
anything! When we are changing the
law and supposedly taking steps to
make it more effective to stop such
take-overs through machinations ot
manipulations in the foreign exchange
market, we dp not learn any lesson
and we do not make any provision
whatsoever to tackle such situations
when we are having a new bill on the
anvil. I again reguest the minister to
lock into this Probably my amend-
ment will not come up....

MR. DEPUTY-SPEAKER: Why did
you not send your amendments in
time?

SHRI SOMNATH CHATTERJEE: 1
agree I should have done it earlier,
but sometimes compelling reasons are
there.

The previous Act of 1947 did not
define who was a resident in India and
who was not, For the first time in this
Bill we are trying to define it. This
is a very important concept. So far
it was left to judicial determination
whether somebody was a resident in
India or not according to the facts of
a particular case. Now for the first
time an attempt is being made in this
Bill to define it. Kindly see page 3
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clause 2(p) (i}). (a) ig for taking up
einployment outside India and (b) is
for carrying on oulside India a busi~
ness or vocation outside India. (¢) is
very interesting. It says:

“(¢) for any other purpose, in
such circumstances as would indi-
cate his intention to stay outside
India for an uncertain period”.

Now, what is “an uncertain period”?
If somebody goes out of lndia, makes
arrangements to stay only foer two
months and during that pericd he
enters into manipulative and specula-
tive transactions in foreign exchange,
is it staying outside India for a cer-
tain period or an uncertain period?
He will say “I have gone out of India
only for two months and that was
not for employment, vocations or bu-
siness purpose”. Then, is it covered
by clause (¢} or pot? In my submis-
sion, the term “uncertain pericd” will
introduce sg much uncertainly that
the purpose of the Bill will be frus-
trated to a very great extent,

With regard to persons who will
be treated as citizens of India or
residents of India, un the top of page
4, similar language lLas been wused.
Suppose a person comes back to India
and says “I have come back to stay
here only for two months” and he is
able to establish that he will stay
here only for two months. That will
not be an uncertain period. Kindly
congider the seriousness of it. A
foreigner can come here for two
or three months and he is allowed to
stay here for that period, There is no
question of uncertainty about it. He
will be outside the scope of this pro-
vigsion and he can do anything he
likes. That is why I have suggested
that some time-limit should be put
be it one month or two months or
whatever is desirable and  preper.
Otherwise, the whole purpose of this
Bill will be frustrated.

Kindly see the many loopholes that
have been allowed by this Bill. Clause
11 says:

“Where the Reserve Bank consi-
ders it necessary or exnedient in



249  Foreign Exchange

the public interest so to do in res-
pect of any asset in India held by
or accruing to or transferred to or
to be transferred to, either a per-
son resident outside India or a per-
son intending to become resident
outside India, it may 1mpose a con-
dition that the said asset shall not
be transferred, assigned, pledged,
charged or dealt with in any manner
whatsoever except in occordance
with any general or special permis-
sion, which may be granted condi-
tionally or otherwise by the Reserve
Bank.”

It imposes an obligation on the Re-
serve Bank suo motu to make an
order with regard to particular as-
sets in India. Therefore, any foreigner,
any person can transfer any assets
to a non-resident ur a person resid-
ing outside India without the permis-
sion of the Reserve Bank. It is only
when the Reserve Bank comes to
know of a particular transfer that
it tries to impose some conditions.
The initiative hasg to be taken by the
Reserve Bank. Why not make a pro-
vision that no assets contemplated in
clause 11 can be transferred without
the permission of the Reserve Bark
so that the Reserve Bank will have
absolute control over it? In that case,
if anybody bona fide wants to make
a transfer there will be ng difficulty.
But if any foreigner or non-resident
wants to make any transfer of any
asset he should get the prior permis-
sion of the Reserve Bank. Otherwise,
how can the Reserve Bark know of
all the transfers taking place all over
the country between residents and
non-residents? It is impossible. There-
fore, it leaves ug with the impression
that these loopholes have been made
in this Bill so that thess provisions
can be violated with impunity by
persons who are interested in utilis-
ing the foreign exchange law, name-
ly, the business tycoons, the foreign
tycoons and their collaborators in this
country, for their own purpose.

Then, kindly see clause 24 It says:

“No person resident in India
shall, except with the general or
A
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special permission of the Xeserve
Bank, settle, or make 5 gift of, any
property so that a person who at
the time of the settlement er the
making of the gift is resident out-
side India, elsewhere than in the
territories notified in this behalf
by the Reserve Bank, will have an
interest in the property, or exercise
any power for payment in iavour
of a person who at the time of the
exercise of the power is resident
outside India, elsewhere than in
such notified territories;”

So, without the Reserve  Bank's
permission, no person who is a resi-
dent in India cap transfer a property
or settle a property with a person
who is resident outside India, But
kindly see the proviso—it is very in-
teresting—which says:

“Provided that any settlement or
gift made or any power exercised
as aforesaid without the permission
of the Reserve Bank shal]l not be
invalid merely on the ground that
such permission has not peem ob-
tained.”

The substantive part of the clause
gays that no transfer shall be made
without the Reserve Bank’s permis-
sion and the provise says, if such
permission is not taken, it will not
invalidate the transaction. What sort
of application of mind has been there
I do not know. With all respect to
all persons concerned, I think, these
are very great lacunae in the Bill
which should be taken note of.

Again, kindly see clause %5. This
is an important provision which has
been incorporated in the Bill name-
ly, the restriction on holding of im-
movable property outside India. No
person resident in India ean  hold
property outside India. But you see
the proviso. It says:

“Provided that nothing in this
sub-section shall apply to the ac-
quisition or transfer of any
such immovable property by way of
a lease for a period not exceeding
five years.”
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It is very easy to take advantage of
the proviso. Anybody can have a
lease for five years and, with one day
gap, he can take another lesse for
five years. Again, with one day gap,
he can take another lease for five
years. It will be almost a perpetual
lease. The whole object is to allow
the lease for five years to be entered
into without the Reserve Bank's per-
mission, But that can be bused in
a very simple manner, It doeg not
require much ingenuity. Therefore,
my submission is that some  time-
limit should be imposed, not exceed-
ing five years in the cggregate, or
the Reserve Bank's  permission
should be taken. If the Reserve Bank
in an appropriate case, feels that
the permission should be granted, let
them take the permission, Why do
you keep it as a lease for five years
and then make it completely nuga-
tory and infructuous? It -will defeat
the wvery purpose of the Act.

Clause 26 is the most
pari of the Bill....

important

MR. DEPUTY-SPEAKER: I wish
you had been the only speaker from
your party. I could have given you
more time, This is the tragedy. You
may try to conclude now.

SHRI SOMNATH CHATTERJEE:
Kindly see sub-clause (3) which re-
fers to 49 per cent share-holding.
Then, kindly see  sub-clause (7
which refers to 40 per cent share-
holding. What is the rationale hehind
this differentiation in the percentage
of share-holding. In one case, it is
49 per cent and, in another case, it
is 40 ner cent. Again, Explanation I
of clause 7 refers to 43 per cent. 1
am not going into details. Other hon.
Members have submitted on that that
40 per cent or 49 per cent is a large
share-holding. It is very scldom that
one would find that they have to
have 40 or 49 per cent share-holding
to exercise control. They are exercis-
ing control with much lesser share-
holding. Therefore, it sheild not have
exceeded beyond 25 per cent unless
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our intention is to surrender our very
valuable rights and interests to fore-
igners,

I would submit to the hon. Minis-
ter to take this into  consideratinon
and reduce the percentage of share-
holding. This is a vary important as-
pect. You will see that all foreign
banking companies are being exclud-
ed from the ambit of this Bill. It
has been pointed out hiow these fore-
ign  banks are misusing their poei-
tion and power that they are hold-
ing. They have been establisheq in
this country long before Indepen-
dence. Our Indian binks had to
compete with them After nationali-
sation, no doubt, our Indian banks
are making prograss. Why  should
we leave foreign hanks guiside 1ihe
purview of this Bill? Why should
they not have to take pormission
from the Reserve Bank, apart {rom
the Banking Regulations Act, for the
purpose of opening branches? We
have heard the other day that the
Nationa]l and Grindleys Barnk are
paying a huge amount by way of
consultancy services to the First Na-
tional City Bank of New York., Why
should they be permitted? Is the
Reserve Bank permitting them? We
know how the new banks are opened,
how repatriation of profits and re-
sources is made. Why should they
be allowed?

MR, DEPUTY-SPEAKER: That
point was made by Shri Indrajit
Gupta. Please conclude.

SHRI SOMNATH CHATTERJEE:
I submit that these very important
lacunae should be taken note of and
attempts should be made {o rectify
them.

SHRI SHYAM SUNDER MOHA-
PATRA (Balasore): The subject of
today is very interesting inasmuch as
it brings to the fore of the House the
very pivot of our economy. The Go-
vernment of India has almost decided
to scrap more than Rs 400 crores in
the implementation of wvarious pro-
jects due to the economic crisis that
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we are facing today. But unfor-
tunately the loopholes in the matter
of conservation of foreign exchange,
in the matter of catching hold of the
racketeers who indulge in these mal-
practices, have brought loss to us to
the tune of a few theousand crures of
rupees. Presently, our country will
be importing foodgrains for more
than Rs. 560 crores. When we are
faced with this, we should pay more
and more attention to conserving our
foreign exchange.

As a student of economics, we know
that, when the transfer of power was
made, when the Britishers left India,
we had a lot of foreign exchange in
the shape of Sterling balances and
that has dwindled to such an extent
that India is new left with nothing.
QOur endeavour was to support more
producers of luxury goods so much
so the foreign capitalists and big busi-
ness houses in foreign countries
found a virgin soil in our country.

Foreign companies  which are
operating in India have made enorm-
ous profits; I would just read out a
few figures to show the extent:
Beecham (India) Ltd. earned Rs. 5.86
lakhs, Colgate Palmolive (India) Pvt.
Ltd, Rs. 26.16 lakhs, Ciba (India}
Ltd. Rs. 19.93 lakhs, Burroughta Wel-
come and Co. Rs. 7.51 lakhs, Glaxo
Laboratories Rs. 62.20 lakhs, Hindus-
tan Lever Rs. 129.23 lakhs. Britannia

Biscuit Rs. 12.03 lakhs, Coca Cola
Export Corporation Rs. 43.83 lakhs,
India Tobacco Co. Rs, 143.61 lakhs,

Gramphone Co. of India Ltd. Rs. 5.07
lakhs, Swedish Match Co. Rs, 23.99
lakhs. I can read out a lot more. It
is just to bring the point that these
are the foreign companies which are
earning huge profits and are repat-
riating huge sums to their countries,

The drain of foreign exchange 1Is
not only limited to profits, dividends
and royalties, but we also willingly
pay huge sums for use of foreign
trade names. I do not know what is
the attraction involved in foreign
trade names. In India we have Tata
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Mercedez trucks. There has been no
less attraction for Tata trucks as far
as buyers are concerned. We had
Vespa scooters before, but now we
have Bajaj scooters. And [ do not
thick that there has been any lack of
attraction for Bajaj scooters.

Why should we pay huge sums for
these foreign trade marks? The de-
vices to siphon off India’s foreign ex-
change include accounting fictions
like pro-rata sharing of head office
and administrative office expenses.
While the Income-iux  Department
marcilessly checks each item of ex-
penditure by Indian firms it allows
national expenditure like H.O. and
A.O. contributions in foreign ex-
change where Indian Branches of
foreign companies are corcerned.

All remittances are not directly
made with the consent of Reserve
Bank of India. Methods and techni-
ques employed to increase the re-
mittances in foreign exchange have
not yet been carefully investigated.
Such a study of foreign exchange
transactions is bound to reveal the
colossal nature of the exodus of
precious foreign excharige through
dubious means.

Sir, we know of the much talked
about underinvoicing and overinvoic-
ing. Sometimes we come across some
such things. And big foreign houses
have also been hauled up. And there
has been a search by the CI1D. We
do not know what happened there-
after. But, it is a fact that this
underinveicing and overinvoicing has
eaten up the very nerve of our eco-
nomy. In the Joint Committee on
the Foreign Exchange Regulations
Bill, therc is a very interesting dia-
logue between one of the biggest
tycoons—Shri Babubhai Chinai—and
our Additional Secretary in the Min-
istry of Foreign Trade. This iz what
Shri Chinai says:

MR. DEPUTY-SPEAKER: Are you
quoting from the Rajya Sabha
proceedings?
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SHRI SHYAM SUNDER MOHA-
PATRA: 1 am quoting from the
evidence before the Select Committee.

“Shri Babubhai M. Chinai, M.P.:
Is the Ministry of Foreign Trade
aware that there are some Branches
of Foreign Companies who under-
invoice imports also and thus get
large imports and adjust the diffe-
rence under the Head Office and
Administrative Office Expenses and
whether this practice adversely
affects genuine Indian importers?

“Shri Y. T. Shah, Additional
Secretary, Ministry of Foreign
Trade: We have not had occasions
to study the behaviour of any group.
In other words, we have not made
any study, whether who indulges in
under invoicing etc.”

Sir, those are items pertaining to
foreign exchange. Our dynamic
Minister is here; our progressive
Minister is here who is committed to
socialism. He must gear up the
department to see that there is no
lacuna in the Bill or loophole by which
these traders.

MR. DEPUTY-SPEAKER: You
make your suggestions in what way
that should be done.

SHRI SHYAM SUNDER MOHA-
PATRA: I say these loopoles some-
how or other should be checked.

MR. DEPUTY-SPEAKER:
way?

In what

SHRI SHYAM SUNDER MOHA-
PATRA: This leakage is estimated
to be the order of Rs. 240 crores each
year. Even when the law is enacted
and . enforced, remittances under
various genuine and cooked up heads
like royalties, capitalised value of
trade marks technical fees, head office
and administrative office expenses will
continue. The fact that no company
wise records of remittances are kept
adds to the corfusion which only
helps foreign companies operating in
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India and deprives us of crores of
rupees in foreign exchange every year.
All this calls for a new look on the
part of Reserve Bank of India. It
must have a new look as to how to
check all these things. I would sub-
mit that a policy in regard to the
maximum levels of repatriation must
be 1laid down. Foreign companies
should not be allowed to remit more
than 10 per cent of the capital invested
in India. This should cover all heads
under which remittances are per-
mitted. Secondly, I suggest that the
foreign companies should not be
allowed to expand their aclivities in
the field of consumer goods and stifle
Indian companies. My third poont is
this. Marketing of goods in foreign
brand name should be stopped. The
companies using the foreign brand
names should be compelled to drop
these names when their agreements
are due for renewal. Now I shall take
two more minutes.

I put a few questions during the
last three or four months about one
Mr. Kalyan Kumar Bosu who is well
known as a racketeer in India. The
answer given to me is this that in-
vestigation by the Directorate of
Enforcement has not been completed.
Whenever a. question is asked about
Shri Kalyan Kumar the reply given
is that the case has not yet been com-
pleted. Month after month this is
the type of reply that I am getting.
When the investigation has not been
completed, how long the Directorate
of Enforcement can go on should also
be told to us. How, he says that it
would be done quickly.

Now another question that I want
to put before the Minister is this, A
lot of curiosity has been raised in
the people of India who this Bosu
is. He suddenly came to the notice
of the people. He has bought Shaw
Wallace & Co. worth Rs. 4 crores. I
do not know whether he is a benami-
dar or a real purchaser. This ques-
tion has to be solved quickly because,
in his letter to the Prime Minister as
also to Members of Parliament, he is
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creating an impression that he has

come to India with huge sums of
money to give employment.
14 hrs.

MR. DEPUTY-SPEAKER: It is a

separate guestion. You may say how
this Bill ought to take care of cases
like that. That would be better.

SHRI SHYAM SUNDER MOHA-

PATRA: 1 have put it before the
Minister.
SHRI P, G. MAVALANKAR

(Ahmedabad): Sir, I would like to
make a submission. I am glad that
the hon. Finznce Minister has just
arrived. This is an important Bill
As a matter of fact, I find that even
afier the lunch hour is over, not even
50 Members are present in the House.
I am not saying only about Govern-
ment and members of the ruling party,
I am saying even about other parties.
They must remain present also.

MR. DEPUTY-SPEAKTR: What is
the point?

SHRI P. G. MAVALANKAR: There
is no guorum.

MR. DEPUTY-SFEAKAR: Let the
quorum bell be rung—

Yes, now there is quorum. Shri
Madhu Limaye. B
=it g fewr (7i97) AT T HAR
st fazet 721 #1 frafaa s Sfagas
FT H4T 7Z1ET A1 § TE AIAE, WLT
2 & gagar g, f5 ox e fagas
TET T AIWA IAFT T@AT A2C AT |
ZUTY AWM FTATATZET 26 AT g1 M7
§ AT 3T 26 AT F gH AT AT G
5 fx fava & gt 3w wfgwfag
I FY AEE 7 T ¢ ) afEm ux
wHEY 7T 7w fearg | ag fag
frar & fr faw™ 26 34t # 99¢ M=
F 394 fed ¥ 7@y atw A1 AW g,
TREET § AT 7% Ig afawtad
1697 LS—9.
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Wi Ft gaw wEA F awm wiEwtET
2ot & figT 26 WA & 39 fa=wfaq
FWIRT WAL FTE | AT g Awsfe
TA AN T FAT 70 TEE L [ =AIAT
# wizTfa 39 9% Inraov 527 v
qwE E AEAG ATTAT FRA E AT
I HEW AT TH WA FioaTET oA
A WIGT § 39F W § AAMA AT H
319 & #IfF wfemmrSr sentaT 2,
wiFmAT 2w £ 1 =7 H gaver wiw
g 21 wia=wios 5o & 97 g=aT &
FIT & TARRHAIBFT TARIT IA
s 397 £ Sr 9% B AT BEA
AAF E | wA LA AT an 2 fawa-
AT ® ATE FoATT WEIET T 3T
Fiar<i 1 77w 78 vz @,z
SHRT B TEAWIE S50 AT 4T,
IAHI IUA TEHT HATAT HiT IART
I g9 wE 77 fiay o w4t
wgragt F @7 # Py # e w2y
aret Feafi Fary § o gfafast
FATHUF =T T AT fEar wmar
a1 AYEH WE T | FIIwA {HrarT
qEl & 1 wa FTHIL T gy #v
ST FTH A 28 qTE T4 79 7T § |
ST A &1 o a8 £ wlawha
auii & fasfaa 3ot & 7 goft s &,
A grE™ &ET § IR AT agd
a2 dara 9¢ 741 afzq gudawr g .=
AELFT WT 3T ofimr ¥ T8 o
svertfws 3w & ==t a7 7@ & 1 oi=aEr
wiao ag & F za & dafaw 1 dar
v & faa, sAfagd 1 F47 =7
arfe #1 a7 # & fa1, FO3F ww9r
gd F7d ¢ "X 934 fa@gq & a%
S fe gardt o sgaw § i afgairar
& &, fawmm &7 wife 78Y 2, g7 7
T TEARTA TH AT AL KT UMW LE F )
1 AT § TAF T 9% @91 ZH
I FT TE E WA AT AT E #
T Wt WERRT T o 6 ogee
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N A1 §oq dfaw ¢ @ T WA
HIT qifFeardr el & ST agf =
@ & ? T gAsr Sfmaw g9 F9
T w0 gw Ami F agf fear 37 g4
avg AT W AFTH TUR § Afawfaa
Zof 1w fAEr W T £ Ew
w4 7 5 foa 3o § s
&7 AT P sy {1 & a2 3g 3w w=Ref
ITWT &1 Tre|TEA 27 F Fao e fagsi
Faafadt & gra A1 A2 T 9 @Y & 79
ST gffars amd ¥ fa s anfea
FITFW FACA | AET TEAH HT
o 2 fF 26 99 & 31T AT 3T AR w7
GYET F GO A7 FAFA TG E |

frewr warg &7 &1 g fa=
w7 A & fauw g 1 affw 19 ww
e WEIEW, W AW R A€W
W IT P Ha™ UF qer am g AR
Sag Ut e et 0 W
T AR AFWE F @ E
#faat a1 %qq @ & gL A A
(W F Ot oW A &
Hefl famger Wi, St @ o & 1 9wy
faagiaT se 78 & | 5% 9@ FAF @D
%\ 3HF T3 § AI6TmEg IR T
FHT T AW T E, AL FE E )
I FAT # 4T ! Hare 4g qr %

“Whether Government have con-
sidered that these experts in terms
of fiscal resources plus funds re-
patriated to the tune of 80 per cent
constitute a drain on the country?”

#5 39 w &1 #21 Fg1, 39 A GA
amaw fafes 980 #2811 AarE wF
TR & ZT TTHT |

afew srarg F= wmar § s ¢

“The question of drain of foreign
exchange does not arise as this
would result in a net foreign ex-
ch nge income of 20 per cent of
export earnings after remittances
on all accounts (imports, profits,
expenses).”
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T AONT qg & fF waw AW e
safe ¥ g% 1 &Y A oWy O A
=3 T ARW W1 wWiEe IEE
Ia& o a1 yaw frm | w2 A
Tg waEd 97 fF HY KT K1ET 8, 7T
FHIAA T Asfa wam i @
g1 oot aredA J1 oy "9 w7 2§
o oy ag #ify & 5 a2 g
rgda # A FH FL A A0 fE
T T AREAA 37 9 fata sgmareEn)
afferaT & gag=aT & a5
ag dAfa mweard g7 w9
feg#faoe =1ida a7 @7, W7
T BT FTION K oUW 0T FE
AqEAA % V2 £ 1 A 9w fesfaime
arEE #9  F¢ f@m omar,  A@
17 wlawa 7% A@r T, 41 HJr
gaEHWA 7 I7 7e4 # F21 ¥ g Arg
T FT UL FF ATGAT g7 7 FEHT F1A0
TR FTILE 17 fzar d ) qaam
7z & f& 7791 ¥ @@ 7 AR 0%
Ay fm F71 & ot Jrast w A
w0 & o 207 7w & | 1 ° fam
¢, feafrome ameds & i wfaoa
F wz7 7 ME T Gfqve w57 faar 2
T 1w 7 a2 0T g ARAq 3 AT 33

FqYT F FlEA F ATZ 791 HIL A7Y
T Tz A% &1 AAAA FIA T 29T )
& & @ fF Lofafor sx=h 1 =y feor
o AT FAHfRET ®est 2, 59 & wAT
qEaT 7 Hiv w71 1 0T grF A
&7 AS1 f21 | AT i FEr T
I AT AITAT a9 T F ) TN FT A2
UT FF ATGAR A £ 1 TA OAIE A3
Tl & 9rF 9= 93 w96 2 ) A0
HAT MEWEA WA FAE H TH a1 wrd
oIt FAT 7

# w9 FT AW 7 AL LT
o fear A g, | § & § Ml
&

"

w5 # A Faf mr AT G ey
o

T F At FoAwE T Ao
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THIA G F AAFTY &Y & F1g F ard #,
sfezw; fefaesw | Ewfawer -
et | A 97 Feafaai & 37 F wemar
faRuit qaT agT G99 F qwEl alw
R § 1| 99 ¥ AL § gell ggiew
F I FE & ) wrT ogF A
s, ot fadult wzr 3w W F AwT
AT, A1 FodT 4% & o 39 B e
gt arfen 1 @t few Wl wERT &
HT F Ag wEE FF owar i 7
TR T owawq 2 ¢ oat fow 4w
FFLRTE ! W 7@ § agt & Faay
it g el o Ao o g W,
I9 ' sfiar foaa 95 v g =ifge
at fesra 9% & o 72 faar #67 987
g7 gER F am i A & 7 AT
Al Efam i AT ¥ @ra ?
W™ fadgas & 3gg & faoa &
TF A0 & a1t § F AT AT FT T
g A Arar g fF A e ¥
are # WY A} F9ET 41, IF F TP
w7 frar 1 ¥fsT 99 o dameT &
O WAl AgRT § K A A a0
M A ARFL FY A1 B fasar ar )
ST I AN K1 AT 7447 @A, HF wav
WERA 9 AT F AT T G
I8 gam T w0 g F 9T A
SRTE TN, Y 9ge AT 37 F71 fAETT
FL AT TG | (99 ) F9 FGET
FIAT &, IT FT I & F15 qTUAFT A40
21 OF oo WY § BT AT F Ao
a8l aF | g ° faw WA S AY
ATAAT 9T W IF A fF A @ W
faa= For
THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN):
May I say a word about it? I think
‘it is very unfair on the part of the
ihon, Member to say this. In this case,
tthe hon. Member had asked for an

appointment, and when he came to see
me, some officials of the Ministry were
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with me, and I asked the hon. Member
‘Would you mind if the officers sit
here?””, The hon. Member in fact
shook hands with them. '

(wawam) st weET ¥ FT
T 3 #7 arge Frwre a7 0
T am not such an immodest person.

If he had objection to their presence,
he could have said so.

ot v fomd o wwEdd & fae &
R F1E 0ATw T & | I F @A
9T FTE gAad TG 8 1 At faw
i Y aF aF F F AT T
T E -

SHRI YESHWANTRAO CHAVAN;
This is interpreting things in a way
which affects the mutual relationship.
After all, both of us are Members of
this House. '

ot wa fomd e @ & swrE
FT fAaa S §aT AT @2 39 F AL

H & e faemar sgarE | (=Eu )

MR. DEPUTY-SPEAKER: 1 think
that when we fight over here, 1#t us
fight on a certain plane, and not drag
in these officers here. Why should
they be dragged in here?

st wa feowd o & 7 fret w1 A
agt foar 1| & &Y goareor feesnr Y
art #¢ @ g | a7 fagr &1 fawd

g (smawna)

MR. DEPUTY-SPEAKER: Order,
please. 1 am on my legs. It is for the
Government to take care of its officers.

ot v fowd : 7 1 ag M

FArFH g 1 (sHAa)

MR. DEPUTY-SPEAKER: I may
tell Shri Limaye that I shall not per-
mit any government officer being
eleyated into a subject of controversy
in this House. It is for the Minister

to take care of them. I do not think
that it is proper to drag in the officers,
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[Mr Deputy-Speaker]
(Interruptions) Order, please. If he
thinks that this House will be brought
fo that level that we shall discuss...

oft 7y famd < 7 7 fdy #1 am
TEl feem € 1§ moT At H A o
g1 (samA)

MR. DEPUTY-SPEAKER: Order
please. You ecan  ‘tensure the
Government, but It hink we are do-
g an injustice to this House if we
drag in officers as subjects of contro-
VErsy....

SHRI MADHU LIMAYE: **

MR. DEPUTY-SPEAKER:
will not go on record.

That

It is for the Government to disei-
pline its own officers....

SHRI MADHU LIMAYE:**

MR. DEPUTY-SPEAKER:
will not go on record.

This

It is for Government to take care
of and discipline its own officers,

SHRI MADHU LIMAYE: I do not
agree,

MR. DEPUTY-SPEAKER: If the
Government cannot discipline its own
officers, there should be some other

way of dealing with the Govern-
ment.

SHRI MADHU LIMAYE: ‘What
rule are you going by? You are ex-
ceeding your authority.

MR. DEPUTY-SPEAKER: It is for
the dignity of this House....

SHRI MADHU LIMAYE: What
dignity?

MR. DEPUTY-SPFEAKER: I am
trying to uphold the dignity of this
House and I say again that no officer
should be elevated to the position of
becoming a subject of discussion in
this House. )
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SHRI C. H. MOHAMED KOYA
(Manjeri): Under what rule are you
saying this?
st v formy - & F Foll seme =T
At wEf fomy & 1 & AT watE § wew
TV T TETF | AT HA qaR T e
w FIfET |

SHRI VAYALAR RAVI (Chirayvi-
kil): On a point of order.

MR. DEPUTY-SPEAKER: Let him
go on. There is no point of order.

SHRI KRISHNA CHANDRA HAL-
DER (Ausgram): Are the officers
abuve Parliament?

MR. DEPUTY-SPEAKER: Order
please. I would like the members to
understand English. I am not so
good in English. I have used the
word ‘elevation’.

AN HON, MEMBER: What does it
mean

MR. DEPUTY-SPEAKER:
sult the dictionary.

SHRI BISWANARAYAN SHASTRI
(Lakhimpur): On a point of order
pertaining to....

Con-

MR. DEPUTY-SPEAKER: This is
disposed of. The hon, member can
go on.

st 73 fomd @ woray wEEa, &
Fg var A1 f& o quie & 7 Ty ar,
IW & a17 # OF 1 I T qREC AT
g1 & @ 1 & soAan g o wmre 359 ey
%, @1 § ga@ | Afew famy == faar
25 F7AT % g1, gHTe ATy A 2, 5w
F1 & ad A7 AwAdT § 1 9g 92" T 81
affw, Safw F A Fer &, 79 @i d
fF "t wEmw 7 TH AW w7 AN
ferar

*yz AATET T@A FT FILO AGT &7
o ZAT E9 & A et wrafai 6y

**Not recorded,
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ETd § W 7 wET A g9y WA
aga sifus smEr €1 d9, Frenre-
arifea 3 35 A w9 Y 9 A ET
TH @ 58 ATE EIAT HATHI FATAT )
F0 Zt vz g7 fergemA HOfaast
it wwafat 2, wA #1 T oA
AT T TE F AFdr 1 39 fAg § 99
FwIfaal #t seqveA-sifea, fFafwEr, &1
T HIAT AT AA & A0 T H
g | wrerdz arwHifea F1 Wad, o a6
ard 2 fr 2= wae FeT AT FT
& | zrer Far sEmafE S i aeEite
FTOAT FT /1T JMT FIar § | sfemw
TaART FHAT TS AR AAFA T H
oraT g, @afafedy F39+1 £ ar S o
Ffe, 9g 0 F7@l & 7 WS 94
# ferant o sl famde Feafaa &
nF g1 AT K1 ST F7 AT 2997 Frafaar
o7z 21 &t F FiE #7Y et FE F A
FW FE1 | 73 0F fagia ¥ aig §
TERE
e FeasT § faerrd &7 wena e A
AT | W/IT AATFT a1 3 ° o g
% e’ faend &1 wei awdt 1 grgE
¥ mgra’ welT aadr & ) Afawer §
a2d B2 BIE WA f&ens 1 Ao awrd &
Fere oA T AT | TH AL A F
FTLHIN HT F7 AT =gl W | 39T 05
SYMRIAIAT T I &7 F AL HIA
AT FT AH ] T AATH FAIAT 48 FIH
fere sendt Fvdt 2, s T 1 F g,
HIATE qIETAT FEGAT FYAT E | TIFTT
F1 ag =ifys §ifa g fr o gwfal &
Y FIA 0T vhHzE § AT
FTERTHEET fFa1 5 w7 fqErare
AN LETATE F (AT A7 1 2y wfEdie
9 7 g ar 1 wed w e fa
a*fadia 33 MW 71 sEaETA AT ZAT 1
TET T ZF Wiw §I ATg a%g gl
Foffmaw G fags wr g | & F g
TAT FT TC FH FRGIOT  THIHT
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o7 | WIS FEAT FT §EAWE G gl g
g | TS &wew fET ot fifeom & fax
W | TH ATE WgE AT F Ay
sifaar sEm@Ees 1 ofih 97 )
WIS BT ATH FT IEIAT Fva 21 0T
2 1 sfife wefigz oY difagw o7 faw
v WAz AT AN IE e (A A
FTFIZT 7RI 2 | A1 OF H1¥2 57 q=147
2| ol gEmEET #517 2E §F A Ay
oA J12 AR &1 342 79 fzA7 HfFwoE
FRRALT FT ANE a1 AT FHE
T FT UF BA BH F UH RAEEAE
Wz § 1 T8 ¥ 397 @4 0F g9 fam;
FaifF T quiday Seul aadlT & o
Far gt ver 2 | 7 Fuafaat any i d
FfFT TW FWEIT AT FE F Iu
g wianE fams w7 mae dge-
[ § | 3HET €47 $2ENS F e 7 A
9F ¥ g A ¥ g fF o e
FEFRAT HT T MA G- T
FIFET gA R & & 1 Fai aE?
T A fauw gAEw T A=Y 5
FEY ST 7 A FoE o gy £
S ATHT GH AT AR 94 s
1% EWT IR FY FiewigT 24 & fow
fa2olt a5 & s & TAwr 5IT ¥
7g ATe A A1 #F sEETw AR 2
T W agd § 099 &9 31 @ & FF
farerfaar faraz #=w: € g Ta=mY 717
grfas s AT FT AT FIET 2 | 545
a3 T T E A o w5 fem g g o
&1 HT grefems 1 v favgz
s FT FE dqdeafi migdE a@
fear § fea T MW aTRT ST 2T
3T & A7 gAF aw o fweifa faee
w9 faewz @i T &, 3 faw 3 § i
ARl w17 g £1 55 Ay dar
ot gt & 1 =z fa3el wzr &1 & da
4T 9T § | sufan ¢ dmmwa w1 &9
w@r |

= w1afadl 7 91 aa1 a<0F wo=E
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[+ =7, fewa]
g4 &l@7 1 7R WTE 0 339 F10A
¥ aga seex &0 wfgr. | zAw
mag H gud | agud w ! eafa
fr 3 ¥ waafasi owrat o oA gz faw-
adr & fomer & faefl qEr ange Fwidr
3 oF w@T FET AT G0 A s
TR U ALT AOE HIONT WT ST 3G
F 1 uF a1 eefnfrefea mifva gaags
Fqiw a7  §51 W & fe T 3w wifew
nEETE T 07 AT § A HE WY
w1g? o & sga g f ww das
fewrdiie a1 afefdde & m@r qowr
o faer sl | e T A
ferdiie ToF AT | 7 SAar )
FEATATTHEE T ©WE &9
w1 %1 fram ¢ gafed gw agift g
EAmE 7 G E Nl qgiET T @ |
uefnfrefes vamgE, & wifew vwda
T foseer miwg TFad| 57 g g
& i o et qEraRT SR
fom ®w ¥ Za%wA 9 gATd, T
T F w9 & A ¥ oewafen A
a7, geE ¥ FW § ar ek a9
9T, §ew ¥ oFW § Y 9 AW 9%
fegmd siF &1 Wy "ac @A ==
g+1 1, maedfes &1 9foemr 3T
27 Srgeit e W owelt gEeT feror
FCT GEH A1 TAF F1ATE FT FA 2|
T %1 ¥ faw fay, #§ most aava g,
= mfem vasdR TEse! FTEN UF AT
faweq & | og TEeE! Y € | &7 FAT
FT AT AT 1 s 1968 HFRTTHE )
A1 q7@sE aT@ET W@l Wl @8 | 4F
Tl 71 ) gEa w9 ¢ ) vefniwafey
mif ramTw a3 | 1970 ¥ Oiw M
a1 #\7 19717 427n@ g1, T8 qfF-
- 5A ¥ 3z Fv ;e wfewa g a5 £
waTs AEE €7 ZHFm TEET A g
FEEFE AR g qrfaa &
fan sdizan gatagsiaT § s MaEE
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42vE | Ggfamg qeaw @ g =
FT o1 &F 9a7 T [RET g7, 4mifE
5 4T § MET a8 TAgET (70 57
FeEIl & g € | Afad st mdstaw
HOUF T & 5T § AWYEE Al w
AT & | UF AT AT wT T 747 ARG
IAT | N 1 A & ATET 3F ST
FEAT ATUAT FT AFHG 4T | URTOH
faelt woee d—wF wis Ffeaar fF fadr
HHET AT AR A HAifsiq, @7 g 5g
frw & fazr, saE fgaem =fgn, ww
1 TsgF wzaE far oww #wiw oow
o F 90 U q9E AT (gedr
q1, g U =T H Fi faew wom
et Feafaat 1§y aedw 3 &7 3=
TF ¥ T8 foq #1€ srama &7 3w o+
oot aF warg 78 faer & T ag e
argdw few # =hEfa & a9 e
FoAY F fag ao ol a& A A
e | & wmgaT g f Wl wEiRw wo
STt WA # gH Fr A gATET F0
oot aeg 49 91 7 fF 7w w1 g
g @ISR T F1 797 faur wur ghar
AT FgAET FT |

T g aqm & w7 F e gafae
ar grg fif 3 i guer A & o &
AR qG; A F AT ST AT, HIGA
a7 sreETeA faar &, sar w6t F amme
[t wEEdl 1 gATHT g€, WA a
Tt g€ ®T 79 9g WIETET gOT F
g faar mar fv @7 & Fw avwaae
FewEr ¥ fagsft svafaay #1 & wramg
€ 97 #t 3fzad e owe F TET
g 7 & fam o amem w97
fowr welt & qzwt #2 fr 77 42 ¥ 52
TG T} F A A F10A | T qg 70T Ay
# fa s At g ol 9o a7 wEA
& oA 319 T ATl @6 4T o4 | 6
& afe (=a garem #1 31 fsiar 9% *°1
7w & fadygl srferere sima & at fadw-
@7 gfee & & 2 77 TEgwTe g )



269 Foreign Exchange

(-azam)... grgr Fug Fmr ffaF
¥ A wdT qrar fgEar o "o A9
g gmar | .. (smaww).. d1 3% g
¥ gifeien gt 98 Afsr 47 @1qm

o ¥ 94T Wgieg 7y SeAT £
fo fardefy =it a2 99 & o7 1 9 AT
THIA OFE & W9 A q0FT £ R g
AT A A1 I A1 w9 A T
qt 19 qg A9 AT ITFFAT LR EL
g ¥ T H AL HAT | W # R
mwET frm M sm i AR ¥
Tt ¥ uF s fadas A9 F gow
a7 3 #9 A o e s am ar
FE OF 919 FAT £ | AfwT 9T FF T8
THT WIS 727 39 99 AF 50 70T
2 v ag fefomaat ara faqgandia wfa.
Fregw A E fefemad wrammadi 2
FT UG ART WX AT 9% § Pofrew
Ft fRate & aw of w7 s wowaangr
got gE e BT Y & fw 222 wfr w
I F AT § q@rd gf 1 E3w T A
I RIT 98 § Fotg F A9 H, qgar &
AN F o4 HAr F AL F A
T § fF 7t av dyww A F
o & W &, FfeT gw o azi § A
WY }Mgo To THo & I 1 AT #1 g2T
& 7Y A% | T fa F &) arfemrde
sfaest feneidy #1 F=1 357 F7 q419
FTIGIE ATT I ATa1 FT 54T T THIAT
FAFA TAN F=GT FTAT, A TAT FIA
faarri 9 wswt fraeao w47 Fiv o=
oz JAr @t I fFt o weEr
g & fag aw w3 733 )

MR. DEPUTY-SPEAKER: I should
not be misunlerstood. The role and
functioning of the bureaucracy, we
can discuss. What I was saving was.
individual officers should not be

brought in here, whether you name
them or not,

st v foma : 83 fdt F v § m1m
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AT TEF FET 2 | FAIT K T 7747
T8 £

SHRI B. V. NAIK (Kanara): Sir,
I rise to support this Bill. By and
large there has been agreement that
as far as regulation of foreign exchage
is concerned, this has been asubstan-
tially forward step in trying to curb
the drain or suppression of the foreign
exchange earned by this country and
its nationals. In trying to regulate
or control foreign exchange, 1 think
many hon. members went substantijally
beyond the brief inasmuch as an
attempt was made to link up this Bill
with the economic policies of this
government on the national as well as
international plane. On the floor of
this august House, I had once the
rare opportunity to ask the Finance
Minister, where India is in the present
decade opting out for a stage of
economic isolationism. It was with
reference to remittances of profits
vutside by cigarette manufacturers.
At that time, if I remember correctly,
the minister had been good enough
to reply that that would be an extreme
position to define the present phase
as economic isolationism. I, there-
fore, feel in the bpresent context, to
bring in the entire gamut of the
economic policies that this country
will be following whether within or
outside would be going a bit too far.
There are multi-nation corporations.
For example, one of the giants in the
USA, the General Motors, has got a
bulget whizh is slightly higher than,
if not wvery much higher than, the
budget of the Government of India.
We have also seen that in respect of
the manufacture of automobiles even
communist countries like Russia have
cntered into collaboration with the
advanced western countries. There
are also indicaticns thet even com-
munist China will be entering into
collaboration with the advanced in-
dustries of Japan.

Under the circumstances, T would
like to say that regarding our policy
in respect of tiking capital aid, in
re-nect of collaboration in regard to
cither technology or instruments of
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iShri B. V. Naik]

production which we can call capital,
unless a very clear-cut decision is
taken as soon as possible I feel it
would be hazardous for us to make
a priori vajue judgments in regard
to what should be the relationship of
foreign capital vis-a-vis India and the
Indian industry wvis-a-vis foreign
capital. I wish that the Government
of India should make up its mind as
soon as possible and give a clear
picture to the good foreign investors—
I do not mean the swindlers or
racketeers but honest foreign inves-
tors—in respect of essential basic
technology of advanced production in
this country, as to what will happen
to an investor. be it from Japan, a
East European country or for that
matter any country in the world, I
think it would be oreferable to with-
hold our judgment in regard to re-
patriation of profits on the board and
under the table, till that time.

In this context, as far as the limited
application of the Bill iz concerned,
particularly in specific areas which
are known as avenues for us of scarce
foreign exchange, particularly by the
top layar of 0.001 per cent of our
country, T woul like to know how the

. Bill intends to regulate the misuse of
foreign exchange, for instance, by
the Diners’ Club. It is an interna-
tional organisation which is used as
a very convenient wvehicle by the
affluent Indians to enjoy the benefits,
without even recourse to the foreign
exchange of all the facilities in foreign
countries  merely by becoming a
member of that organisation. It would
be very interesting to know how that
iz heing regulated or checked by this
Bill. .

Then. we have an estimate of the
black monevr in circulation in this
country of about Rs, 1,400 crores.
But 1 do not know whether we have
arv estimate in regard to what we call
as neither white money, nor black
money, or gray money but transferred
money, the invisible money which is
held in foreign hanks, particularly in
Swiss banks, It is well-known that
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whether it is in respect of purchase
of shir i or heavy capital machinery
there 'is a kick-back of about 15 per
cent, especially in this countries
where the tip of a waiter is 10 per
cent. When they purchase machinery
worth Rs. 10 crores about Rs. 1 crore
is credited to their secret account in
a farign bank. Has any study been
made of this? I think it would be
worthwhile for the Finance Ministry
or the External Affairs Ministry to
conluet a study in depth of the extent
of this money either by the employ-
ment of certain canomic police or a
special branch of the Central Bureau
of Investigation. In advanced indus-
trial countries the kick-back is in the
open and it can be found out by look-
ing into the balance sheets and the
financial statements of these concerns.
Such a study will reveal the extent
of money held in foreign banks by
the affluent soction of our country.
Then alone we will be in a position
to have certain realistic date in
regard to the invisible money which
has been responsible not only for the
simple comforts of these people but
also for the gold smuggling and there
rackets which again involve the vio-
lation of the foreign exchange regu-
lations of this country.

Under these circumstances, while I
welcome this Bill as one of topical
value and of relevance today, I would
say that it is not possible to comple-
tely regulate this continuous drain on
our foreign exchange unless we will
be in a position to unearth and have
a correct estimate in regard to the
invisible money.

=t Fo qFo faardt (Wrarmaw) :
ST 5, 57 faw ¥ gar ¥ fag =
AT R 70 § ZaEr =T 2 wfE
§ wz Fzqr 9rear £ fF 1z faw ama &
Fre wAT, TIRN 5-7 IT GFA W
arfzm qr ) 9% Br v FAT HIAT 2 AT
£ 18 ®M { Wi LT T 90 97 FT0
w73 & o 2 4F qmr | Tofar w59
Fr fasfr mar gw AT & gy F AR
et PeT=: 7% F=1 240 7% | %D
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sefegafaeza 0% & fome hgafas
AT FZAT BT 7L ATAT, TAR' A T
T AT ATAT & | F AT Fm?v‘r"?-f
& o1 1 g7 Az F FaRe § o @
H 7/ T £ AT ORI T g1
ahzﬂftﬁw FEIMFTIAFTAEN
ITH FAT T4T -r;r ZIF, T FTT A
T[T FAA T3 F T TT -m= T
3 FI7 K qfFan € g5 & o7 g
FE 8§ F & A wIE WiTE
AT TEAT | 0T F g0 A ATITE P
97 5 FLUZ F6 3469 L35 AT 3 Al
1A 9T 939 3 wUT 47, T 9 F
A 5 FUT aF a4 T | Tk 3
faferas widgm g § wwr § ) A
g 93T 2, WiT G497 <4 7 w2 ¥
fag afes 72 ora wragra & St anfaq
FE § 5 F9 TAF0 94 T8 SRS
& TF FTZUT 91—

—In ‘the High Court of Justice
Queen’s Bench Division between
Bhramapootra Tea Company Limited
and Nirmalijit Singh Hoon.

Iq3 37 At ¥ P 4 & fF e frg
FETAT § g7 w747 & FIFF w707 A
faferan # 2

Za"T &9 ¢ g FEHI F A
% g waR S qaiargaT iy a1 w1m
TFTIT & Jraeg H T 74F g 4T
929 a7 wAn a1 R Fasdt & oar
grit fa g 277 74 1963 ¥ M1
fear war @fFa siwaw w47 (Fwal a3
AY Faai AAE & A w0 0w
CEEIREEE A A L (RS
g us wigaer fafiscqy va 0w
s 77§ 7 ag Yo aredlie: & Hfem
Fiegq ® (770020 o Sifga ar 340 &g
§!i' rqri

Fr47T % T/ oM ToT oF o F g foraF
1 FEIF i AIET H°F G0 45, TTOFE
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ATHIT ZUTAT | T AIEAT T 5w
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MR. DEPUTY-SPEAKER: In the
form of Indian money or fereign ex-
change? .
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MR. DEPUTY-SPEAKER: 1
thought you were discussing about
foreign exchange.

om0 faardr: SfFA A
ET maeAT Foafvo 7 gwd g
a0 § T Z1047 T2 £ ATREW, TF
grw A oA AT & A R R
Fergew fau v 2w & Frr g7 &
@A geAr 77 2 Atwa e ® S
ST R TEET IRIA T IT T
T F FE AT qdr g AT ArTg
ATTFET A FT ZT Forer of T80 F77
# | arem w1 7 o A7 790 fagrd are
¥ 1969—70 7 95 fFar a1 7fFT Far7
Pz aram

“The facts are being collected and
will be placed on the Table of the
House.”

afe a7 aF 3 A5 A fE
T 8 | F9 HHER FAE2 (KT FnaT,

o1 Fa 2fa= 07 T@ I Ay e
&1 9g w9\ # 7E wmar &

OF IR AT IT FEAAIT FT S FAT
g SR A A F AT AT TR UR T
¥ {ATE, OATTAT A 4T, FfFT IWaT
ot &7 waEr 41 gd | Wl waq §
= AT aTdAEy 40 @y gf ! oA
T &, HE AETY A &

T A TEEAE e fa| §
F£ 721 # g9  warg 7718 & Afww A
I FA 2 T OFT TANE gW
E T W E ) mEE F Wifaeew g
zanfzea = Fifas g oq F¥ g JmFry
T2 S & F IEEw frmrar fr o
TAT e A F1 4T #fpww § oA
fowr @t o1 q@ET fF fFaw Foa &
I 97 97 AT FAAT FAT | BRE-BE
FH F AT AL, AL (AT ZAT FT 4T
TAT AT AR A7 a7 9% A 963
T T A FA Qi AT STHET ga
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qradt ? et gig F 1 T Tarw qar
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F4 |
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= faar s | w7 e frame wE drar
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fadolr 357 v @ga @ wRA
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g 8 qOT AGY ST Smar. § ag
ITHAT ORT F4F TS g W 2 AT A
mEr F1E AT g @

o T ¥ faer /T off & " FAT
argar § # g ag fF oo & =iy
g1 & &Y ¥4 |T & gIaAr ¥ 37 F o
Iq FT AW FoT F7 HIT F131 %o
T F @ i A £ | gufe o
AT & T AAETT W7 G AT
FAT Tfgd, IT I 92 AG AT
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GuT gaT & | §19 & A9 w9 @
FTEA A W FY gIAT BT T F9
* fod ar e & e fom @ faenw
IS i 5ot & 397 § fawr F2
sfus da1 F91 T § | @G T
® U5 ARN F ATA AW AR
Foor =ifgd, gw Ft 7w & fF g
X & 3® AHET A A G| FAE,
# fawy welt #7 s fewr qwar g 5
Tg d9T GEEA ¥ FA7 famr W ST
dar ww A fremr wifgd 9 W@
X F gfgwrfal ¥ gen foam

SHRI RAGHUNANDAN LAL
BHATIA (Amritsar): Sir, I rise to
The object of this
Bill is to regulate the foreign ex-
change and conserve the necessary
foreign exchange so that we may uti-
lise this exchange for the develop-
mental activities in this country. Sir,

the foreign companies are being per-

mitted to work in the technogical
fields where Indian entrepreneur is
not able to work. But what we find
is. During the course of the last
many years these companies have
engaged themselves in various activi-
ties which are actually detrimental
to our national interest. These com-
panies have started working in wvari-
ous fields of consumer industries for
which they were not meant to work
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here. They have engaged themselves
in various ways of manipulation and
they have thus extended their activi-
ties in various fields. Drug com-
panies and pharmaceutical companies
which have been given licences to
produce certain life-saving drugs are
producing things like sweets, biscuits,
chewing gums, Telcum powder, etc.
Why they were allowed to expand,
and who gave them permission, cne
could not understand. They misuse
the import licences. Licence is given
to the company in order that the com-
pany may work in their own field.
But this is not happening.

Take Coca-cola for instance. There
have been discussion in this Parlia-
ment also about this company. They
have been misusing these licences.
They said, they require 20 per cent
replenishment. An enquiry was held,
It was found that they would require
.only 41} per cent replenishment. In
this way they have been misusing
this replenishment. They have been
making huge profits in this country.
Their ultimate object or aim was to
take away our much-valuable foreign
exchange in the form of profits and
other service charges.

They misuse the excess capacity.
We should know what is the licensed
capacity and what is the excess capa-
city and how they misuse it. I would
not like to repeat this thing in the
House and take away the time of
the House. So many foreign com-
panies are there and they have capa-
city far in excess. These companies
have plso diversified their produc-
tion. If a company is given licence
for a particular thing, they will go
on diversifying their production, start
making more money, so that they
may repatriate their profits outside.

They work contrary to our Import
Trade Control policy. All these facts
have come out in the House already.
-These companies have made so many
. devices, whereby they can get away
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from the laws and regulations of this
country, Cola-cola brought a capital
of only Rs. 6 lakhs and odd, to be
exact, it was Rs. 6.60 lakhs. They
have repatriated 43.2 lakhs. Last
vear, they have repatriated 2.6 lakhs
as service charges. Income-tax De-
partment has been sleeping over it.
So also, the Reserve Bank of India.
In the Joint Select Committee the
Reserve Bank officers have been
asked if they have made any survey
as to how much profit is being re-
patriated in the country by these
various companies and they could not
answer.

15 hrs.

I say why has this been done?
They say it is not our case that they
are acting only as cashiers, it is the
other department who is responsible
for it. Since the income-tax people
are admitting these expenses, whether
it is head office charge or the area
office charge or some other charge,
they are condoning and the Reserve
Bank is sleeping over it.

Similarly, what we find is that these
752 foreign companies are working in
this country. Out of them, 529 are
registered and 33 companies are act-
ing as subsidiaries of these foreign ~
companies. The wvalue of assets of
these foreign companies is Rs. 2,400
crores as against a total of Rs. 8,000
crores invested by the private sector
in this country. The value of the
output of these foreign companies is
Rs. 2,500 crores which is roughly 33
per cent of the value of the total pro-
duction of the entire private sector
in this country. This 33 per cent pro-
duction is a very important aspect
that we must go into. This is play-
ing a havoc with our economy and
unless we control their activitieg in
the manner as envisaged in this Bill,
it will not be possible to control
them.

These companies are buying Indian
products and selling them under their
brand names. For example, Petro-
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Chemical Company is selling blade
or battery for which they were never
licensed nor were they permitied. In
this way, they are earning huge pro-
fits. This is all happening because
there is no rigid control on these
firms, Various departments are deal-
ing with it—The Department of In-
dustrial Development is dealing with
licensing; the Department of Finance
and Reserve Bank deal with foreign
exchange. - The Department of Im-
port and Export is also dealing with
that. There is no coordination bet-
ween all these departments. That is
why these foreign companies are tak-
ing advantage of this loophole and
are making huge amounts at the ex-
pense of this country.

I Say that this Bill is not complete
although it is a very good atHempt to
stop the leakage. And yet, so much
has got to be done. I would like to
point out tothe hon. Minister one
thing so that he may be able to deal
he deems fit. These branches of the
deems fit. These branches of the
foreign companies must be registered.
So far, they are not registered even
though they are working here. And
they all must be brought under this
control. Secondly, the foreign com-
panies which have 40 per cent inte-
rests will be controlled by this Bill.
It is envisaged that they will be con-
trolied. But, what about the com-
panies which have less than 40 per
cent interestes? That also must be
taken into consideration. There are
instances in this country that the
foreign company which has a capital
interest ranging from 10 to 15 per
cent or 20 per cent or 25 per cent is
really managing all these companies
because there happen to be small
share-holders and they manipulate to
have a hold on them. It is the im-
plementation of this Bill that will
make a difference. So, this is a very
important aspect which must be look-
ed inte. Thirdly, this Bill does not
provide for a foreign national who is
a resident here and gives foreign
exchange to an Indian for a change
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or to Indians who have set up an in-
dustry abroad. Just as Tata has
entered into an agreement in this re-
gard, so is the case with regard to
Birlas. The activities of the Indians
also who are going to work abroad
to manufacture goods in collaboration
with outsiders, their activities shoufd
also be controlled.

I consider the present Bill a very
important  measure. Considering
what has not been done during the
last 25 years, and the difficulties that
we have faced and the way the leak-
age of foreign exchange has been go-
ing on, the present measure is a bold
attempt on the part of Shri Chavan
to plug the leakage of foreign ex-
change. I congratulate him on this
radical measure. I would also like
to emphasise that once we pass this
Bill, it will be passed on to some-
body else for implementation, and no
useful purpose will be served unless
all the clauses that he has envisaged
or all the amendments that are be-
ing made are implemented properly.
There have been so many laws in this
country, and yet the foreign com-
panies have been able to find their
way and they have been manipulat-
ing and they have been able to find
out some way or some lacuna by
which they have been able to ex-
pand without licence, and they have
been under-invoicing and over-
invoicing and thus taking advantage
of the situation. I hope Shri Chavan
will look into it, and so far as the
implementation is concerned. it will
be taken proper care of.

SHRI VAYALAR RAVI (Chirayin-
kil): 1 welcome this Bill. I agree
that this Bill is not without any
loopholes, and it is not comprehensive
enough to cheek every kind of drain
on foreigen exchange. But I consider
this Bill as just a beginning and not
an end. If loopholes are found, then
here is the forum where we can plug
these loopholes.

First of all, I congratulate the hon.
Minister on his bringing forward
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.such a Bill to
-foreign exchange.
.the Kaul Committee’s report we find
that there is about Rs, 214 crores
-worth of leakage of foreign exchange
-every year, but unofficial reports say
that it is much more than that; they
go to the extent of putting it at
Rs. 1000 crores. So, we cannot say
which is correct or which is true.
Anyhow, everybody admits that there
is leakage and there is manipulation
and there are various other methods
by which money is taken away from
our country.

check or regulate

It is in this context that we have to
examine the functioning of the diffe-
rent branches of the foreign com-
panies, rather I must say, the multi-
national corporations which are func-
tioaing in India also. There may be
disputes about the profits of these
companies, and I shall not, therefore,
g0 into the arithmetic of those things.
But it is very interesting to examine
the different heads that they use to
repatriate money from this country.
Certain industries which produce con-
sumer items like Coca Cola, for in-
stance, are taking away money under
various heads like head office ex-
penses, administrative office expenses,
area expenses, service charges, ex-
port commission and so on.

Then, take the case of the automo-
bile tyre industry. It is much more
interesting. They repatriate money
under the heads of technical know-
how fee, purchase commission, ex-
port commission, raw material and
machinery purchase commission, and
finally dividend. These are the diffe-
rent heads that these people use for
taking out the profits away from our
country. So far, we could not prevent
this kind of drain on foreign ex-
change. In the case of the automo-
bile tyre industry, 80 per cent of the
production is today controlled by
foreign companies.

Take these
Firestone is

foreign
100 per

companies.
cent foreign-
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owned, Dunlop about 60 per cent, Ceat
and Good Year 50 and 55 per cent
respectively. This shows that these
companies control the vital automo-
bile tyre industry, 80 per cent of the
whole production. They are selling
the product in the black market, That
is generating more black money. This
is the malpractice in which they are
indulging. They are not only con-
trolling production but generating
black money which is harmful to the
economy itself.

You will be surprised to know
about certain things. I have the same
complaint as Shri Madhu Limaye had.
When information  is asked for from
the Finance Ministry, they try to
evade giving answers. I asked a
question about the figures in the last
three years 1970 to 1973. The Minis-
try could give the information only
from 1968 to 1970. Anyhow this is the
position:, Dunlop had taken money
out by way of royalty in 1968-69
Rs. 38.52 lakhs; in  1970-71 it was
Rs, 77.9 lakhs; on technical knowhow
account, it is Rs. 44.05 lakhs in 1968-69
and Rs. 51.6 lakhs in 1970-71. Then
Firestone which is 100 per cent
foreign controlled: Rs. 81.17 lakhs in
1968-69 which went up to Rs. 235.10
lakhs in 1970-71. I am sure the figu-
res from 1971 to 1973 would be
double. The same is the case with
Ceat and Good Year—I need not ela-
borate it. This is only on account of
royalty and knowhow, Figures of
other items like purchase commission,
export commission, rdw  material/
machinery purchase commission are
not given. I make an appeal to the
hon. Minister. The Reserve Bank
must have up-to-date information on
these. I do not know why it cannot
be made available to MPs. It is
another matter—I do not want to go
into it. I would request the hon.
Minister to advise the officers to give
correct information.

These companies—take Firestone
for =xample—have expansion licence,
by which 90 per cent of the produc-
tion will be controlled, This will be



295 Foreign Exchange

the position during the Fifth Plan.
We must have regulations not only
under the Foreign Exchange Regula-
tion Act but also control in regard to
industrial licensing policy.

In this connection, I hope the
Finance Minister will agree with me
that the foreign companies should not
have more freedom than Indian com-
panies. They should not have the
facility to expand and acquire more
assets or more manufacturing capacity
than that allowed to Indian com-
panies. They have to be registered
under the Indian Companies Act. It
is not fair. That js why under cl
26,—as Shri Somnath Chatterjee
pointed out, it is a very important
clause—I hope the Finance Minister
will agree that these companies should
not be given more freedom in the
matter of acquiring property or ex-
pansion. They must be asked to re-
gister under the Indian Companies

Act. They should not be allowed
unrestricted freedom.
These multi-national ecorporations

which are spread all over the world
can manipulate and bypass Indian
regulations. Through their branches
in this country, they do it. I hope the
Finance Minister will agree at least
1o place before this House the guide-
line which he intends to give to the
RBI in regard to these foreign bran-
ches whish function in the country
‘and register them under the Indian
‘Companies Act. .

Now I come to cl. 28, to which Shri
Madhu Limaye also referred. We
cannot allow the trade marks-to be
used frequently by their agents or
other companies in the country itself.
I do not want to elaborate on this.
I fully support the view regarding
cl. 28. The Finance Minister has
tabled an amendment which I sup-
port. 1 hope he will consider the
propusal regarding el 26.

THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN):
Mr. Deputy-Speaker, Sir, I have
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heard with interest the speeches made
by the hon. Members on this side
and also of the hon. Members oppo-
site. By and large, I would say that
the Bill has been welcomed, though
with certain reservations and certain
criticisms. 1 can very well under-
stand it because this type of effort has
been made after a long time, Except-
ing certain miscellaneous amend-
ments that were introduced some time
in the mid-60's, this question of
amendment of the Foreign Exchange
Regulation Act on this scale has been
attempted for the first time. There-
fore, 1 am prepared to accept the
reservation of my hon. friend Shri
Ravi that this is the beginning and
not the end. It cannot be the end
of it. Naturally, I have never claim-
ed this particular Bill to be a very
perfect piece of legislation. After an
experience of a couple of yvears or
even a lesser time, may be the Go-
vernment will find it necessary to
come with further amendments. This
15 my own idea about this present
Bill, because we are trying to deal
with a problem which, I must con-
fess, is a rather complex one, com-
plex in this sense that we are dealing
with & very wvaluable commodity,
itern, or resource called foreign ex-
change which takes different forms
and which comes to us in different
ways either by export trade or by
certain credit systems or by certain
foreign collaborations or from other
people working in this country either
in the field of manufacture or in the
field of trade. Certainly in  these
mechanics and manipulations of im-
port and export, certain leakages
were taking place and perhaps are
taking place.

Regulation Bill

One of the hon. Members, Shri
Jyotirmoy Bosu, made mention of a
third problem. that the indication and
the size of the amount invelved which
was given by the Kaul Committee is
some sort of an under-estimate. It
is quite possible that it may be an
under-estimate, but it is very diffi-
cult to come to very precise figures
on itgms of an invisible nature.
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Therefore, what I was trying to say
is that this attempt that we are try-
ing to make is about a matter which
is very complex in its very nature, and
therefore, we certainly have come
forward, according to me, with quite
radical provisions. But even then,
somebody can point out some of the
imperfections and some of the defects
in them, as indeed some Members
such as my hon. friends Shri Madhu
Limaye, Shri Indrajit Gupta, Shri
Jyotirmoy Bosu, and other friends on
this side such as Shri Ravi and Shri
Naik have done. It is quite possible
that they will have to be considered
in future, but I can only say that this
is our major thrust in this matter be-
cause this question has to be taken
both ways; certainly there will have
to be certain legislative measures or
legislative provisions which I think
we have tried to include in this Bill.
But it is very difficult to fit in this
whole operation in a legislative form.
This was what we were worried
about or were thinking about. There-
fore, we thought it much better that
we will have to restrict or influence
or control these operations also by
another method, of giving certain
guidelines to the Reserve Bank who
certainly have lots of discretion in
this matter.

I can very well understand the re-
servation and fear that my hon.
friend Shri Madhu Limaye mentioned,
namely, about giving discretionary
powers to anybody, whether he is an
officer or a Minister or a Member of
Parliament. Discretionary power is
alwavs very difficult to entrust to
somebody with the fullest confidence.
I quite understand that and I have no
dispute with that basic proposition.
But in a law which has to be applied
to the day-to-day operations of a
very complex economic activity, it is
very difficult to say that there will
be no scope for using any discretion.
We just cannot make it an automatie
machine. Therefore, there will have
to be some sort of discretion, but cer-
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tainly there will have to be sufficient
care taken on this matter that the
discretion is properly used, and dis-
cretion is used according to certain
principles and certain policies. There-
fore the Government has an idea of
formulating certain guidelines, not at
the Minister's level or officer’s level
or at the Ministry's level but at the
Cabinet level. The hon. Member
Shri Limaye said that Parliament
should have a look at them. When
they are formulated there would be
no hesitation or objection of putting
them on the Table of the House.

st w1 fomi w0 § o7 fa
fasqd =wfuse & 39 37 737
FAT HIT TH a0 FT SALIFCT F
fF #7 & F7 N Froquy IR 39
¥ a1 W9 3T F7 5009 052 £ HaT
T FLAGT AT F A F fawrE
argfee & oiw 2w fam o g & sz
19 TO TIT 99 FfIFT @A gh
g agew anum a%d § afeT F1R%
ST & 1% H a1 ey F@E |

SHRI YESHWANTRAO CHAVAN:
I have noted that point; remember
the brief but controversial discussion
to which you made a reference. The
difficulty is this. Consumer indus-
tries—is a vague term. I pointed out
to him that there were certain type
of consumer industries which were,
really speaking, consumer industries.
But in the field of electronics also
there are certain consumer commodi-
ties.

o vy Tomd ;g we Am-
yrafEr gewdt ofam 1. . (sEaam) . .
0 ¥ fod wregEeT a4 T

SHRI YESHWANTRAQ CHAVAN:
Certainly these formulations can be
made. He also accepts that in certain
fields we need technical collaboration.
For some time to come, I cannot say
tor all times to come, it is necessary
to have this sort of collaboration.
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Expor: trade, for example, will need
such help and collaboration but it
should be used only for export pur-
poses. Therefore, in respect of the
distinction between manufacturing
activity and trading activity, I think
we will have to take a much stricter
control—I will not say total control-
over trading activities; it will have
to be a little more definite formula-
tion also. That principle was agreed
to in the Bill itself but we wanted to
do it by way of guidelines. When
Mr. Limaye tabled that amendment, I
thought there was some point in it
and therefore 1 accepted it with a
Lttle modification. In his sprech he
mentioned some of the activities and
pointed out that because of those acli-
vities the amendment became neces-
sary. [ agree with him. Some of the
detalled trading activitles he mention-
ed certainly tend to misuse the pre-
sent position and therefore his amend-
ment is welcome and I must say that
the amendment has made a definite
improvement in the Bill itself.

Hon. Members raised certain spe-
cific points; they wanted me to give
information about some individual
concerns. It is difficult for me to go
into details at this stage, I have not
got all the information at this stage.
I never know that some of these com-
panies were going to be mentioned
this way. I also know that some
of the points raised were already sub-
ject matter of many starred and un-
starred gquestions. Information had
been given in the case of Coca Cola-
Even in regard to National and
Grindlays, the pet subject of Shri
Jyotirmoy Bosu, we had given ans-
wers to some questions. He has writ-
ten to me some letters and I propose
to reply to him... (Interruptions) 1
can understand if it is a subject mat-
ter; I do not understand one's obses-
sion with one particular company.

Mr. Limaye and Mr. Ravi mention-
ed that we are trying to evade infor-
mation. When we say that informa-
tion is not readily available, it does
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Dot mean that information is not with
the Government. It was difficult to
get certain information properly com.-
piied. When we give informaticn on
the floor of the House, it has certain-
ly got a certain authenticity, Getting
statistical data compiled in time is
always difficult.

o 7Y fomi ae # difag,
o A9 # 7fag

SHRI YESHWANTRAO CHAVAN:
If you ask again, there will be no un-
willingness on the part of Government
to give information. When we say it
is not readily available, it dces not
mean that it is not available.

SHRI P. G. MAVALANKAR: I=-
formation is given in a delightfuli
vague style.

SHRI YESHWANTRAO CHAVAN:
Mr. Limaye mentioned about the
drain on the country. When a ques-
tion is asked, it is expected that a
specific information is sought. There-
fore, we have to interpret the gques-
tion as to what information you want.

ot wg foey 3@ F 3T H T
R @AM | THT THT AR AT AR |
o7 I AL TG A THE |

SHRI YESHWANTRAO CHAVAN:
As Mr. Indrajit Gupta rightly said,
the real corpus of the Bill lies in
sections 26, 27, 28 and 29. The
success of this Bill will be tested by
the working of these sections in actual
practice. I accept that position. We
will also see how these sections
actually work in practice. If they do
ned give us the results that we expect,
possibly we have to give another con-
sideration to this Bill.

Mr, Jyotirmoy Bosu alleged that
foreign companies are producing in
excess of their licensed capacity and
in fields other than those for which
they are licensed. I think with the
introdyction of the revised industrial
policy in February, 1970, all Foreign
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[Shri Yeshwantrao Chavan]
majority companies are reguired to
obtain a licence for entering into new
business or diversification or manu-
facture of new items in respect of
industries covered by the Industries
(Development and Regulation) Act.
Therefore, after the introduction of
thiz new policy, it is not possible for
such a company to diversify in respect
of any scheduled industry unless they
are authorised to do it.

Mr. Bosu and Mr. Somnath Chatter-
jee have said that this Bill is not
applicable to foreign banks. As far
as the foreign exchange regulation
part of it is concerned, this Bill is
applicable to foreign banks also. Of
course it is not applicable as it is
applicable to other foreign companies,
but as far as foreign exchange opera-
tions of foreign banks are concerned,
this Aet is applicable to them. Some
members have got some idea as if the
foreign banks in this country are
practically carrying on the entire
foreign exchange operations in this
country. It is not a fact. I would
like to mention that the nationalised
banks and their subsidiaries between
themselves did nearly £9.2 per cent
of the total foreign exchange transac-
tions,

SHRI MADHU LIMAYE: I am
glad to know that. SAFT §2% g 4T
ff A o9 =Y w3 Fréws T
9T, T W HAT ST A F27 47 o A
e BT OEEE S A (gent 4%
@ & o fafy = & Ay g
waera & e

You are preparing a case for take
over.

SHRI YESHWANTRAO CHAVAN:
When we come to that subject,
certainly we will find arguments for
each other. My main point is that
the foreign banks are doing not more
than 30 per cent of the foreign ex-
change business. 1 thought this is
rather significant information which
the House should have.
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I would like to answer one point
raised by Jyotirmoy Bosu. He
referred to the alleged malpractices,
including evasion of income-tax, by
one of the foreign banks functioning
in India. In this regard I have stated
in reply to an unstarred question in
the Lok Sabha on the 17th of this
month that these are being looked
into by the Reserve Bank and the
Income-tax Department and that they
would complete the investigation as
early as possible,

Shri Jyotirmoy Bosu, if I may use
that expression, reeled off wvarious
figures in regard to the functioning
of the Enforcement Directorate and
the alleged leakage of foreign ex-
change resulting from malpractices
and the success are otherwise of the
Department of Cust~ms. I o not
want to enter into a debate in this
regard. But I would like to take one
particular item just to show how some
of the statistics can be misleading. In
relation to a foreign bank working in
India Shri Bosu had said that in
capital, not share capital, was only
Rs, 1.72 crores as against the deposits
of Rs. 291 crores. When he mentioned
this figure it loocked rather wvery
strange to me and that is why I went
into it. 1 may say here that he raised
this point when this question was dis-
cussed in the Joint Committee, It is
not as if he is raising it for the first
time, When the whole question was
discussed in the Joint Committee he
referred to it. The Reserve Bank in
its reply to the Joint Committee
clarified that this capital represents
only the statutory deposit which the
foreign banks are required to maintain
with the Reserve Bank. The foreign
banks operating in India have to
deploy foreign funds in Indian
business to an extent of not less than
3.5 per cent of their deposits as report-
ed to the Reserve Bank under section
2 of the Bank Regulation Aet. Their
own funds employed by this foreign
bank, to which he made a reference,
on this basis amounted to Rs. 9.90 crores
in 1970. Shri Ravi may again say
that those are old figures. But these
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are the authorised verified figures
which take some time, it is not as if
the latest figures are not available,

As far as the use of trade mark is
concerned, Shri Limaye has made a
detailed mention of it. As we accept
his amendment, I think we need not
go into it.

Shri Bosu had referred to the need
for restriction on employment of
foreign nationals. Under section 30
the permission of the Reserve Bank
would be required before a forign
national can take up employment in
India and in any case, where such a
person desires to remit money out of
India out of the income earned by
him here.

Shri Indrajit Gupta referred to the
delegation of power by the Reserve
Bank of India under clause 74 of the
Bill. Even at present the Reserve
Bank has delegated some of the
power to authorised dealers and clause
74 has been introduced only to give
legal backing to the existing practice.
I may also be allowed to point out
that some delegation is necessary for
the smooth functioning of the ex-
change control. There is no intention
to extend the scope of the existing
delegation.

Shri Gupta had made another
suggestion, which should not go un-
mentioned, in relation to the exports,
that the bill of lading should also be
submitted to the Reserve Bank. At
present three copies of the prescribed
declaration form in relation to export,
commonly known as GRI form, con-
taining full particulars regarding the
export, including the value of items,
are furnished to the customs authori-
ties along with the shipping docu-
ments. The Customs authorities
verify the value and certify in all the
three copies of the G.R.I. form the
original of which is forwarded by
them to the Reserve Bank. On this
basis, the inward remittances are
watched by the Reserve Bank. It will
be seem that the function of checking

BHADRA 5, 1895 (SAKA)

R.B.l1. (Amdt.)

294
Bill

the value of goods exported is done
by the Customs authorities. There-
fore, there is no change of procedure
called for in this regard. I may also
add that there will be no contracts
for sale in the case of goods exported
on consignment basis.

Some hon. Members had made a
very useful suggestion in regard to
exercising control on joint ventures.
I think, either Mr. Kulkarni or some-
body else from the other side made
a mention of it. I would like to tell
the House that a very detailed provi-
sion, namely, clause 27 has been in-
troduced for this very purpose. I
would just merely say that Indian
participation in joint ventures, gene-
rally, takes the form qf supply of
technical know-how and machinery
and other capital goods. Clause 28
will enable us to obtain full informa-
tion regarding their working and
ensuring repatriation of dividends, etc.

I would like to make one thing
clear. Otherwise, it will be very
unfair to the officer concerned. Shri
Jyotirmoy Bosu made a mention of
a son of one of the Finance Secretaries
who is an employee of the National
Grindlays Bank. I would like to say,
yes, one of the Secretaries’ son is
serving in the National Grindlays’
Bank. But he was employed there
long before the Secretary came to
the Finance Ministry. That was done
in 1967. He has done so on the basis
of permission that he took from the
Government in 1967. The way it was
made a reference to it, I thought it
was very unfair to the officer con-
cerned. He is an officer of the highest
integrity. Any aspersion that is cast
on him will be very unfair. So, I
thought that the officer is not here to
vindicate himself and it is my duty
to put the facts before the House.

I think, I have replied to some of
the points made by Shri Madhu
Limaye. He made a mention of
certain facts about Coca Cola. He
raised a point about users’ licence or
ad hoc licence. He made certain
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points. At this moment, I have no
information, These matters are nor-
mally dealt in the Commerce Ministry.
At the present moment, I have no in-
formation.

st v fowd : @ § w9 1w
oA &, AT WAWE A AT
FART HATHT FT OAET E | W A AN
HaTadi * i M @A & T A
SqTE wTT ATEd |

S gmTA TA T qAE AN
o & o, 39T g AG & | AiwA
T g9 Sewr 2, fF ¥R A s9 F
sfaar =g &

I would like to say that the present
Bill is definitely a move forward, a
very definite step, in the direction of
saving the country from large outflow
and leakages and dependence on
other countries. I think, when we are
ready to take a further step, an im-
portant step, this House will certainly
welcome it

SHRI SOMNATH CHATTERJEE:
Sir, as the hon. Minister said, clauses
26, 28 and 29 are the most important
clauses of this Bill which did not find
a place in the existing Act. Now,
these clauses expressly exclude bank-
ing companies from the operation of
this Bill. When I pointed out that
banking companies are being exclud-
ed, that is proved by the very clauses
26, 28 and 29. The hon. Minister says
that the banks are covered by this.
That is not probably the correct read-
ing of the Bill.

SHRI YESHWANTRAO CHAVAN:
1 said that manufacturing companies
and trading companies are included.
What he says is right that clauses 26,
28 and 29 do not cover banking com-
panies, There is no foreign exchange
involved and, thercfore, it is mnot
necessary to do it.
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MR. DEPUTY-SPEAKER: The

question is:

“That the Bill to consolidate and
amend the law regulating certain
payments, dealings in foreign ex-
change and securities, transactions
indirectly affecting foreign exchange
and the import and export of
currency and bullion, for the con-
servation of the foreign exchange
resources of the country and the
proper utilisation thereof in the
interests of the economic develop-
ment of the country, as reported by
the Joint Committee, be taken into
consideration.”

The motion was adopted.

MR. DEPUTY-SPEAKER: Now we
take up clause-by-clause considera-
tion.

I see that from Clause 2 to Clause
25 there are no amendments whatever
given notice of by members.

SHRI DINEN BHATTACHARYYA
(Serampore): What about our
amendments?

MR. DEFUTY-SPEAKER:
not be done now,

It can-

SHRI DINEN BHATTACHARYYA:
They are important.

MR, DEPUTY-SPEAKER: [ have
also said with reference to Mr.
Somnath Chatterjee, that they were
important and, therefore, he should
have submitted them in time.

For Clauses 2 to 25, there are no
amendments. So, T will put them to
the House,

The question is:

“That Clauses 2 to 25 stand part
of the Bill.”

The motion was adopted.

Clauses 2 to 25 were added to the Bill.

MR. DEPUTY-SPEAKER: Clause
26. There are two amendments given
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notice of by Shri Dinesh Chandra

Goswami. He is not here. Shri
Vayalar Ravi. Are you moving?

SHRI VAYALAR RAVI: If the
‘Finance Minister gives clarification.....

MR. DEPUTY-SPEAKER: At this
stage you can only say whether you
£Te moving or are not moving.

SHRI VAYALAR RAVI: I am not
moving, Sir.

MR. DEPUTY-SPEAKER: Mr.

Shvam Sunder Mohapatra. He is also
not here.

I will now put this Clause to the
House.
The question is:
“That Clause 26 stand part of the
BilL"”
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The motion was adopted,
Clause 27 was added to the Bill.

MR. DEPUTY-SPEAKER: Clause
27. There is no amendment. The
question is:

“That clause 27 stand part of the

Bill.”

The motion was adopted.
Crause 28— (Restrictions on the ap-
pointment of certain persons and
companies as agents or techmical
or management advisers in India.

MR. DEPUTY-SPEAKER: Clause
28. There are a number of amend-
ments here.  Mr., Dinesh Chandra
Goswami. He is not here. Mr.
Vayalar Ravi.

SHRI VAYALAR RAVI:
moving, Sir.

MR. DEPUTY-SPEAKER: Mr.
Madhu Limaye.
st wg femd : faw welt & Wi
far 2 gafam & arfag 51 g
MR, DEPUTY-SPEAKER: At this
stage I am concerned with moving.

You can only wsay whether you are
moving or are not moving,

=t wq femT : A s @i g

I am not
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Page 22,—

for lines 40 to 44, substitute—
“Bank—

(a) act, or accept appointment, as
agent in India of any person
or company, in the trading
or commercial transaction of
such person or company; or

(b} act, or accept appointment, as
technical or management
adviser in India of any person
or mmpany;

(e) permit any person or com-
pany to use its trade-marks
or trade names for a con-
sideration, directly or in-
directly.” (4)

MR. DEPUTY-SPEAKER: Mr.
Shyam Sunder Mohapatra. He is not
here.

There are some amendments given
notice of by the Minister., Is he mov-
ing them?

SHRI YESHWANTRAC CHAVAN:
Yes. I am moving them.

I beg to move:
Page 22—

for lines 40 to 44, substitute—
“Bank,—

(a) act, or accept appointment,
as agent in India of any per-
son or company, in the trad-
ing or commercial transac-
tions of such person or com-
pany; or

(b) act, or accept appointment,
as technical or management.
adviser in India of any rer-
son Or company; or
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(c) permit any trade mark, which
he or it is entitled to use, to
be used by any person or
company for any direct or in-
direct consideration.”(8)

Page 22—
for lines 47 and 48, substitute—

“, or technical or management
adviser, or permits the use of
any such trade mark, without
the permission of the Reserve
Bank, such acting, appoint-
ment or permission, as the
case may be, shall be void.”
"

Page 22, line 52—

after “at the commencement of
this Act”

insert—

“or where a permission for the
use of any such trade mark
granted by such person or
company (including its
branch) continues to be valid
at such commepncement,”

Page 23, line 5—
after “as such” inserr—

ugr, as the cag emay be, 1t
continue to permit the use of
any such trade mark” (11).

Page 23, line 14,—

for “or appointment” substitute—
“ appointment or permission,
as the case may be”” (12).

1 would like to make some correc-
tion in Amendment No, 13. Therel is
some typing mistake, For ‘or ap-
pointment’ the word ‘or' has been
dropped out. So the word ‘or’ has
to be added before the word ‘ap-
pointment'.. .,
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SHR] SOMNATH CHATTERJEE:
Notice should have been given ear-
lier.. ..

MR, DEPUTY-SPEAKER: It is a

patent error. It can be taken notice
of,

SHRI YESHWANTRAO CHAVAN
I beg to move:

Page| 23, line 21,—

for “or appointment” substitute—

“‘or appointment or, as the case
may be, from permitting the
use of any such trade mark”
(13).

Page 23, line 29—

for “or appointment” substitute—
“, appointment or permission,
as the case may be,” (14).

MR. DEPUTY-SPEAKER: Mr.
Madhu Limaye. If ycu want. vou
can speak.

ot 79 fAWaT ;39 9T qH g
TwE
MR. DEPUTY-SPEAKER: 1 will

first put the amendment of Mr. Madhu
Limaye. ...

oft wg foed : wTq g fa A
F guraT F1 79, a1 ¥ T 9 @
® IEW@ TG & |

MR. DEPUTY-SPEAKER: Can I
put all the amendments of the Mi-
nister together?

SHRI YESHWANTRAO CHAVAN:
Yes.

MR. DEPUTY-SPEAKER: Now, I
will put amendments 8, 9, 10, 11,
12, 13 and 14 to clause 28, moved by
Shri Chavan to the vote of the House.
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Now, the gquestion is:
Page 22,
for lines 40 to 44, substitute—

~Bank,—

(a) act, or actept appointment,
as agent in india of any person
or company, in the trading or
commercial transactions of such per-
8GN Or company; or

:b) act, or accept appointment, as
technical! or management adviser in
India cf any person or company;
or

(c) permit any trade mark, which
he or it is entitled to use, to be
used by any person or company for
any direct or indirect consideration,”

(8)

Page 22,—

for lines 47 and 48, substitute—

“,or technical or management
adviser, or permits the use of any
such trade mark, without the per-
mission of the Reserve Bank, such
acting, appointment or permission,
as the case may be, shall be void.”
(&)
Page 22, line 52—

after “at the commencement of
this Act,”
insert— -

“or where a permission for the
use of any such trade mark grant-
ed by such person or company (in-

cluding its branch) continues to
be valid at such commencement.”

(10)
Page 23, line 5—
after “ag such” insert—

“or, as the case may be, to con-
tinue to permit the use of any
such trade mark” (11)

Page 23, line 14,— s
for “or appointment” substitute—

“, appointment or permission, as
the case may be” (12)
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Page 23, line 21,—

jor “or appointment” substitute—

-, ur eppointment or, as the case
may be. from permitting the use
of any such trade mark"” (13)

Page 23, line 29,—
for “or appointment” substitute—
“, appointment or permission, as
the case may be,” (14).
The motion was adopted.

MR. DEPUTY-SPEAKER: Mr. Ma-
dhu Limaye, dc you withdraw your
amendment?

stug famd: & ®io gadT

arfer & @@ 70

MR. DEPUTY-SPEAKER: Does he
have the permission of the House to
withdraw his amendment?

Amendment No. 4 was, by leave,
then withdrawn,
MR. DEPUTY SPEAKER: The
question is:
“That Clause 28, as amended,

stand part of the Bill”
The motion was adopted.

Clause 28, as amended, was added to
the Bill.

Clause 29— (Restrictions on estab-
lishment of place of business in
India). -

SHRI MADHU LIMAYE: Sir. 1
beg to move:

Page 26—
After line 6, insert—

“(5) Notwithstanding anything
contained herein above, after a

period of two years from the date
of the commencement of this amend-
ing Act, a conpany which is not
incorporated under any law In
force in India or any Branch of
such company shall not carry on
in-India or establish in India a
Branch or Office or other place of
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3c4
Non-alcholic Beverage bases (Coca-

business to carry on aclivity of
industrial nature except on condi-
tion that the said activity is under-
taken through a company incorpo-
rated in India.” (5).

sone W@Ed, T AU F
T FA iy e § 6 o
fomr faRoft swfeat % ST
Fn § g @ g q€7 @ T )
Y faa war & F=1 OF #0504 ofe-
Wy Fifern foraay wma S=ER L |
Y Fg1 FGHC TR FT qIFAT, TAE
fow 3 dare adff &1 a7 el ey
o e oF, 39% faw o dare aF
2| ot grera § ¥ oa geivew Wt
arfrE A8 & Gl § WX qEG aHa
A # go A @A AEA g 1 A
qror ¥ &Y o 9w #1 geyeE e
a1 T &4 g1 5 gwt w71 35 sare
adf frear € 1 T 9OR AE 97

“Whether Government considered
that these exports in terms of phy-
sical rescurces plus the funds re-

patriated to the tune of 80 per cent
constitute a drain on the country?”

15.48 hrs.

[Dr, SarapisH Roy in the Chair]
A 37w f7 #wer #3951 S
tards Fwe §oaga w2 |
39 ¥ a1t ¥ q9r § A% gen
Frow & #9ifF §7 F 9 g A §—
freit war &7 amge W A mmT @
A St fefaee FET § 3 s
FAT AT W1 1 S WY 80 T
F T F7T &, F0F AT F A H v
gt fifereer foatas amge 9 @
& gmar s =i @ A F AR
¥ wiw Frer gwAr fafe
# wfe o feii 7 7 g AL 99
¥ ga< ¥ uF arfesrdl £ 398 sEr
qar wrdAs fE@—-

Cola concentrate and citrus and fruit
beverage bases)

TF A 9T 3 FUT 84 o1 AT
¥ aiwe feg g & afefaw afvefam
T 1 FUS I ATG—FIFT FIT F
e FqT TEE & A wEer § Ag) A,
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48 gare o fomer =7 fagai 27
Cerdll

wa 7g St & i & g fi
MRS g A Ty fe
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AT 9% Wl §, 6T & i GFatia
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ot 51 @ &1 Tefey w5 arfman
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#t S F AR fEMT § wRe g%
TFTIEH TEA # AT § 7 A%
wafaa § = 4% u foar 1 =
et fer s 2 ew ¥ ooy
feentar amzar § 1 w@H Amw & wha
T THHT 97 13 AT 4
frar §—s1= s iaroe G sans
F—w A ag FaT & 5 1957 F
= 4,000 BT FAIEA TE
TR | OH & A FEA7 3 5 1962
T 1966 ¥ 99 § 289 2T a1 &
¥ #t IwF &t 1957#!119;1
F AT ¥ g A 175 W @7
AU T A fAiew § wwy ¥ fr o
The largest umber of collaboration

agreements have come from  the
parties from the United Kingdom.
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| =i wg fewd ]
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SHRI PILOO MODY: The
offender is the Soviet Union.
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frvar @1 & gafed 5 HT ™ 79 FT
gH I & HIECT A T, Tg AL FgA
T HAGH &
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FITA & qgA §T FA41 F1 #q TE
ATGA, §AXT wTETHI FT AET STET,
9 T Jg FTH g1 a1 Ag1 2 | |l
& welt wgieg § w41 war g 5 fam
@ & aFe I F @13 § 379 7 A
T FT AT, IHY @ @ AW
1 oY SR | T I I AT
aga afans T ed & a1 gq AW
IHA gEA I F ¥ Fare § o Afww
g ;9% ¢ ¥ 9 ¥@ 7 w9 %
TR TART AT &Y T & ) W Aw
TTY FT F9aT § KT qET H=9T & a1 el
HEIET F1 |i=AT AMfgU | AT 4g a
FC FT, TF gHL T THA F7 TE £
T gEE ATy § geuHt uwel AW g |
agT # FEAT AT

=t agEc weg™ ¢ grAAg
fAamg #1 T W1 #=Sr 1, ag o
7=o §, AfwT § = T wwr g
I do not say what all he said 1is
not important, Some of the points
which he made are really valis ones,
I was trying to give, as much as I
could, in my reply. I said that some
of these things could be achieved
through the guide-lines. Once we
take a mandatory provision in the
law, then according to him, if it
is necessary to make an exception in
the case of sophisticated technology,
then there would be completely no
manouvrability with the Government.
That is why I say these things could
be achieved through some guide-
lines. That is exactly the reason
why I said so. I do not say that the
idea behind it or the principle be-
hind it is not sufficient at all That
is not the line in which I am argu-
ing. -

16 hrs.

The other point that he had made
requires a little more detailed reply.
1He said that in the case of foreign
collaboration, we should not go by
our own likes and dislikes. Unfortu-
nately, he made reference to our
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Prime Minister Pandit Jawaharlal
Nehru. I*do not think that Panditji
allowed his prejudices in this parti-
cular matter. He was the man who
possibly gave us the idea of having
friendship with all the countries,
always with an open mind. But it
is not enough that somebody has got
a high technology that we want and
we can take it. It is also necessary
that the party concerned must be
willing to share his tdchnology with
us. The political attitudes, not on our
side, but on the other side also some-
times become wvery much relevant in
this matter, 1 can assure the hon.
Member that we have absolutely no
prejudice in this particular matter.
Further, whoever ig willing to give
us the technology should be able to
give it to us on terms favourable to
us. So, much more important are
the terms on which the technology
is offered. If the terms are hard
or are scmewhat politically biassed,
it is very difficult to accept such col-
laboration. So, we have no particular
prejudice in this matter, If Britain
was helping ys and more actively,
certainly we accepted it; that was be-
cause they had some previous rela-
tionship in trade and commerce here
and they had more contact in this
country and they were prepared to
take more risk, and, therefore they
did that. Sometimes, some of the
things were continuing here, and;
therefore, more collaboration possi-
bilities were there....

SHRI MADHU LIMAYE; I said that
that was the decisive consideration.

SHRI YESHWANTRAO CHAVAN:
That is not the decisive consideration.
We are approaching other people in
other countries also who may be
interested in offering us the tech-
nology and we shall certainly en-
courage them also. But our main
idea is not based on any partisan
attitude or any likes or dislikes
in this matter. When we want fo go
in for collaboration, it will be based
on the merits of the technology, their
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willingness to part with the techno-
logy or share that technology on
terms which are favourable to us. i
think these are the very relevant fac-
tors.

ot A fored : AT AT FATTHIA-
FTEA 00 WA g7 & I g 77 F
&1 & g wAetas, faeme F0 #3F
wa% faod 1 ow owRT F oamme
T !

! TAAT FFW : 03 T

T § ogT 3G |
MR. CHAIRMAN: I shall now put
amendment No. 5 to clause 29, moved

by Shri Limaye to the vote of the
House,

Amendment No. 5 was put and
negatived.

MR. CHAIRMAN: The question is:

“That clause 29 stand
the Bill.”

part of

The motion was adopted.

Clayse 29 was added to the Bill.
Clauses 30 to B0 were added to
the Bill,

Clause 81— (Repeal and saving)

SHRI YESHWANTRAO CHAVAN:
I have got an wamendment to this
clause which seeks to correct a prin-
ter's mistake or printer's devil.

Amendment made: .

Page 49, line 45, for ‘section 23D"
substitute ‘section 23'. (1).

(Shri Yeshwantrao Chavan)
MR. CHAIRMAN: The question is:

“That clause 81, asg amended,
stand part of the Bill".

The motion was adopted.

Clause 81, as amended, was added
) to the Bill.

Clause 1, the Enacting Formula
and the Title were c,dded to the Bill.
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SHRI YESHWANTRAO CHAVAN:
I beg to move:

“That the Bill, as amended, be
passed”,

MR. CHAIEMAN: Motion moved:

“That the Bill, as amended, be
passed”,

SHRI H. N. MUKERJEE (Calcutta-
North-East): Mr. Chairman, Sir, I
have noticed that on this occasion,
the Finance Minister took on a some-
what defensive posture and he tried
to win over support even where per-
haps he wag not too optimistic about
it earlier. But even so, I havel a feel-
ing that this Bill is again an illus-
tration of the Government's inability
really and truly to make up its mind
that it is going to do something real-
ly definitive about the reorganisation
of the economic life of our country.

1 have noticed, of course, that a
few days ago, the Prime Minister
chose to make a policy statement by
way of replies to questions by a cor-
respondent in perhaps the official
journal of the Congress Party, and
there she happened to say at one point
nf time answering a question relative
to the absolute necessity of haste or
of hurry, of going forward quickly
that she thinks that we have to move
millimetre by millimetre. This milli-
metre by millimetre approach, this
crawling towards something at a point
of time when a hell of a lot of things
await being done seems to be the
policy of the Government of this
country. 1 have not noticed either
in the course of the debate or special-
v in the Finance Minister's reply any
serious approach to the question of
tackling this problem of the leakage
of foreign exchange which has been
such a terrible disaster to the eco-
nomy of our country. He told us that
the government estimate of roughly
Rs. 250 crores of rupees representing
the average foreign exchange leakage
misht be on the low side; it might
ne a little more than that, but of
~myree. ome can't be sure. I expecl
that a Governmert which is serious
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about its business should not take
such a milk-and-water  attitude to-
wards this matter. It is not a ques-
tion of making a caulioug eslimale of
the leakage of foreign exchange; it
is a question really of being alert to
ine fact of the leakage which is be-
ing testified to by a hundred things.
When a journal of the prominance of
The Economic and Political Weekly
makes al: eslimala thai i1 is Rs. 430—
3000 crores an?l when we  lLnow of
smuggling of zold and other things
which cost us perhaps Rs. 4.5300 croves
or more, then surely something 1is
ve'y wrong fomrewhere. Therefore,
Government should not trv to stand
by a very cautious under-cstimate of
the leakage, but on the contrary,
should tell the country that this is a
very =erious matter which is imping-
ing most disastrously on our 2conomy
and Government is going o do some-
thing drastic about it.

But that is not the way of the Gov-
ernment. In 1968-69. the PAC Report
came out. In that Report, there wras
r~farence to no caze of over-invoicing
of raw hides to the extent of 100
per cent. It was, as [ said, in 1968-
fY that the Report came outl. Then
of course. there wers study teams and
so on and so forth. Then last year.
there was a Joint Commitlee appoint-
ed by Parliament to go into the mat-
ter and now, after lonz cogitation.
this is the product. Now. an elephant
fakes a very long neriod of gestation.
but after all. the elephantine way of
doing things is not always conducive
to what the country requires. There
is no douht about it that in this legis-
lation there might be some provisions
tightening up a few measures. hut at
the same time. generally speakinsg, it
is -not good enough. Tt is like a
curate's egeg. good in parts. hut as a
whole. T am -ure  we cannot call it
something which is eatisfactory. and T
think it is nuite clear that unless
the international financial dealings
are nationalised. the basic evil can
hardly be checked at all

Now. the fi"an:e wumister has said
in the course of “ic reply that he has
an Impression—but I am not quife
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sure if he is very positive—that the
foreign commercial banks do fall in-
side the net of this statute, but I do
not quite know. From a reading of
the provisions il does seem to me
thai there are loopholes and the res-
trictions in regard to the foreign banks
ave more procedural than substantial
ond, therefore, the darger of these
foreign financial agencies operating
to the detriment of this country con-
tinues.

I can say, having myself gone
atbroad in a parliamentary delegation
last vear, how when we have to get
our foreign exchange—of course, the
State Bank of India supplies us with
these travellers’ cheques—the travel-
lers’ chegues are issued by the Ameri-
can Expre:s. [ am sure when Mem-
bers of this House go to the Common-
wealth Parliamentary Conference in
London. they will have to take their
foreign exchange for utilising abroad
from foreign companies operating
here. Now. these foreign banks which
are operaling here for the purposes
of international trade as well as all
money-changers in this country are
very much in the picture, and there
i« no doubt that in go far as they are
concerned, like the foreign banks
which are out of the ambit of natio-
nalisation, similarly these people are
also getting out of it.

Then again, even though it might
not be within the ambit of this parti-
cular legislalion. Government should
come forward with some very definite
assurance as to what they are going
to do in relation to the nature of
foreign companies in this country. If
Government is satisfied that the fore-
ign companies can operate here very
freely up to their possession of 40
per cent of the equily capital, then
that is surely a wvery very disastrous
state of affairs.

I have noticed that in the debate, the
demand has been put forward that
any cﬁmpany having 15 per cent br
more equity participation by foreigners
should be termed a ‘foreign-control-
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led company”, and we should have
more foolproof safeguards in ragara
to such things as have come out
openly now through technical colla-
boration and their lending to us of
knowhow and on this question of
royalties where these foreigners are
taking away so much out of this
colLntry.

I have noticed in the course of the
debate and also in the Joint Commit-
tee report suggestions have been
thrown out that the royalties given
to foreigners should on no account
exceed five per cent of labour cost.
It is something of an idea which can
be worked out and Government should
come forward to tell the country that
i1is is a matter which is now being
considered very seriously by Govern-
ment and some measures are going
to te adopted.

I noticed also, and it is very asto-
nishing when I read the report of the
proceedings before the Joint Com-
mittee when evidence was given by a
high-ranking officer of Government
that in answer to a question asked b
the Members of this House, the then
Chief Controller of Imports and Ex-
ports gave out that he knew nothing
and he had no particulars at his dis-
posal in regard to the question of
under-inveoicing and over-invoicing.
He said, “I am wvery sorry I know
nothing about it and the Finance Min-
istry might know some facts in re-
gard to this matter.” Tt is a restraint
that the Chief Controller of Imports
and Exports at that point of time
showed; I am not concerned with the
personality, who he was, or I do not
know if he continues today, but in
any case, I find from the evidence
volumes that he did not even know
what exactly it was because he did
not know the facts in relation to
under-invoicing and over-invoicing.
He pleaded ignorance and he passed
on the baby to the Finance Ministry.
These are procedural fantasies which
we have inherited in a chroniclly
bureaucratic set-up and they -cntinue
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[Shri H. N. Mukerjee]
and they are given a lot of rope by
the provisions that are here in this
Bill.

I would like to refer to just one
other matter to show how perverse
is our way of dealing with matters
when foreign exchange problems are
concerned and the economic interests
of our country are involved. In this
House in the last session as well as
in this session, there have been ques-
tions asked and answered in regard
to the so-called transfer of the owner-
ship of the Metro Cinema Co. from
MGM, an American concern, to Tra-
marsa SA of Geneva, Switzerland.
This transaction took place in Swit-
zerland, and at first the Government
came forward to tell the House open-
ly by way of an answer to that ques-
tion that the Reserve Bank of India's
permission was necessary and, there-
fore, the transaction could not have
taken place. Later, they discovered
after consulting their legal lumina-
ries that under the law as it i=—a
very perverse kind of law obviously—
the Reserve Bank of India's per-
mission is not necessary, because the

Bill ‘was between two mnon-resi-
dents in respect of shares in
a non-resident company, the For-

eign Exchange Regulation Act
was not attracted. We are told in
the House by the Minister of State
for Finance and other Ministers who
are responsible people that enquiries
are being held into allegedly irre-
gular purchases of these cinemas by
certain Indian private parties acting
on behalf of Tramersa. Quite apart
from the intricacies of high finance
and the complications of foreign ex-
change, Indian nationals who work
in these cinema houses in Calcutta
and Bombay run by the foreign com-
pany, which has now passed into a
peculiar state of suspended anima-
tion, discovered that a person suppos-
ed to have been authorised by a un-
known board of directors in Switzer-
land is authorising another person to
take charge of the administration of
the cinemas in Calcutta and Bombay
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and he is coming to dominate the
scene and play ducks and drakes
with the working conditions of the
employees. I do not want {o go into
the details of this matter, but this is
a peculiar example of how foreign
interests can operate abroad and they
can get Indian’ nationals to collabo-
rate with them and by their satellite
partners in the game bring about
transfer of interests of the roncerned
operating in India and we find our
Indian citizens are suffering on
account of this.

The matter has gone so far that in
the High Court of Calcutta, a state-
ment was made quite operly in the
presence of counsels as well as mem-
bers of the public that a person about
whom the Minister of State had made
a statement that he was guilty of
many economic offences and investi-
gations were made about him, was
almost a fugitive from justice, he had
given the power of attorney to some
persons to do some damage to the
operation of the metro-film coacern.

I refer to this only to show how the
Government control either through
the Finance Ministry or the depart-
ment of Company Law affairs ci the
Ministry of Law and Social Justice or
whatever else it is, that control is
hardly there and we are unakle to
find out how foreign exchange lzakes
take place through these surreplitious
transactions. We cannot draw into
our country foreign exchange earned
by the so-called Indians who make
money in the United States and
Cunada and Western Europe and else-
where. We know that people get
money. They ought to have a little
patriotic feeling. Some of them work
and earn foreign exchange in plenty,
but they do not bother to help their
country by foreign exchangé remit-
tances, knowing very well the need
of the country., We cannot draw
foreign exchange from our own na-
tionals abroad, because they are a
peculiar breed and that is why
they have become so unpopular in
countries of Africa and elsewhere.
We cannot even prevent the leakage
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of foreign exchange, taking awav of
foreiga exchange from our country
by these foreign sharks, who operate
in the manner that they do. The
foreign sharks always operate with
the assistance of their Indian satel-
lites and that is why we find them
going over and over again abroad and
spending money abroad in a fashion
which becomes astonishing. How the
devil they get that much money
abroad is something of a mystery
which surely, if the Governmeni of
India is really minding its own busi-
ness, can be found out. The Govern-
ment is not bothered about it and
this kind of thing would go on. The
Prime Minister says that milli-metre
by milli-metre we are advancing. I
want the Government that this idea
of millimetre by milli-metre advance
towards what you consider to be are
variety of socialism is a fantasy.
That is why when the Member says
that it is an eye-wash or somebody
thinks that this legislation is a sort
of hoaxs and when they say that this
kind of legislation is never intended,
properly speaking, to lead at to a
better kind of society, we should not
dismiss that sort of thing; that is the
argument which goes to the roct of
the matter. If this Government has
any serious intention in regard to the
anvthing like the welfare economy
let alone socialism, then there should
be much stricter and sterner control
on such a thing as the leakage of
foreign exchange and the misuse of
foreign exchange in this country.
From that angle this Bill, thought it
has few good things no doubt is
an egg which is good in parts, but
is by no means edible; it is not pala-
table. It might do a little good, but
it does not go as far as it should. That
is why I am not at all happy about
this legislation as it has come, t
‘this stage.
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SHRI PILOO MODY (Godhra): Mr.
Chairman, Sir, I entirely agree with
the objectives of this Bill and that is
why I. as an individual, and my party
as a group, participated in the Joint
Committee. I think that this country
has lost a great deal ag a result of the
leakages of foreign exchange which
have been teking place over the iast
s0 many years and which are increas-
ing year by year, month by month,
day by day. However, having studied
the Bill and partjcipated in the deli-
berations of the Committee, I have
come to the conclusion that this Bill
does not in any way meet the objecti-
ves set out by Government. In my
contributions at the Committee I have
stated this over and over again, and
that is that if you wish to stop the
leasage of foreign exdhange, you
would have it adopt other means than
merely tightening the screws, increas-
ing the regulations, preliferating the
number of firms that one has to fill,
increasing the number of check-posts
and given mere discretionary power
to the Government, to the Reserve
Bank and to the varjous departments,
because there is a simple economic
lesson to be learnt not only for the
Government but also for the bureau-
cracy that the mere difficult that you
make it in order to do something, the
higher the premium attracted.
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If today rice has to be brought
from Haryana to Delhi, a person sell-
ing it in Haryana will lead it by a
truck which will come to Delhi, it
will go to the mandi and it will be
sold. The difference ir price between
Delhi and Haryana for rice will be
the minimal. But if in the process
¥ou increase the number of controlls,
prohibitions rationing, zoning etc. the
more provisions that you make the
higher will be the differential of cost
between the point of origin and the
point of sale. It is a simple economic
lesson that has to be learnt.

If T transfer this simijle to the met=
apher of political life of a Minister
in this Government wants to be suce
cessful he will have to tell more lies,
he will have to make more false sta-
tements and he will have to increase
the quantum of hypocrisy that he
displays in public life jn order to
survive politically. It is an immu-
table law of nature that applies to all.
Tt does not recognise sex, caste, creed
or colour. It is an immutable law of
nature that the more difficult you
make for a thing to happen the higher
the premium it will attract.

This Bill make it very very diffi-
cult. It makes it difficult by putting
more obstacles. The more ohstacles
that you put in the way, the higher
will be the incentive for leakage for-
ejgn exchange out of the country.
They say they want to conserve for-
eign exchange. Why do they want
to conserve foreign exchange? Be-
cause, I assume, foreign exchange is
a valuable commodity that is required
for the development of this country.
Therefore, the objective or goal is the
development, and not because there
is some leakage taking place. The
leakage of foreign exchange, you
you go to the Finance Minister's
house you will find that there are
many pipes that are leaking over
there. Nobody cares to repair these
pipes and they are allowed to leak un
less he sees it sometimes and tells his
Secretary in which case the leak will
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be stopped. But the stoppage of the
leakage would be necessary if he runs
out or water Wwhich he runs out of
water, the stoppage of the leak be-
comes vory important. The purpose
of stuoping the leakage then is that
waler should be conserved. Why
should the water be conserved? It
should be conserved so that the Minis-
ter can clean himself. Therefore, the
analogy is that it is for development
that the prevention of leakage of for-
eign exchange is necessary.

Look at the size of this Bill. No
intelligent person would waste five
minutes reading it. Do you think that
the ramifications of this Bill will spur
development in this country or will it
inhibit development in this country?
That is the acid test by which this Bill
succeeds or fails. I really ery when I
hear some of the speeches of the hon.
Members in this House, because I hear
people say that if a foreigner invests
money in Indja, we do not want it; if
Indians invest money in foreign count-
ries, we do not want it. If Indians
stay abroad, they do not want it; if
foreigners stay in India, they do not
want it. This is a psychology of the
iron curtain and the bamboo curtain
that has descended over this House.
No matter what happens, they do not
want it.

I have not understood what they
want. They do not want to work;
they do not want to trade; they do
not want to invest; they do not want
to produce. They only want to eat.
How long will they continue to do
this? It is the mentality of a frog in
the well or an ostrich with its neck
in the sand. They do not want any-
thing. They do not want fresh air
that js outside to come and blow in
this country nor they want to export
any of the fresh air that exists in this
country abroad.

I heard a very amusing thing just
now by my revered colleague sitting
in front of me. He says, when he
goes abroad, he has to suffer the in-
digrity of having to use the American
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Expresg travellers' cheques. I would
very much recommend that next time
he goes abroad, he takes with him
some Dena Bank travellers’ cheques.
I would then like to see his pitiable
condition when he returns even half
his existing size, weeping and crying,
because nobody would accept his
money. American Express travellers’
cheques are accepted in 150 countries
of the world, including the Mecca or
all the countries, that is, the Soviet
Union. But my hon. friend here is
asnaned of carrying them. He thinks,
it he carries something which has Mr,
Chavan's gignature on it, it will be
more likely to be honoured, it will
make him proud of it. I think, even
Mr. Chavan knows that if he signs a
chit and sends it abroad, the chit will
return in its original condition.

Now, I say, in conclusion, the Bill,
as it stands today, as it has been draft-
ed, is the twisted mentality of a bu-
reaucracy which hag managed to turn
the politicians into bureaucrats and
the politicians who have succeeded in
turning the bureaucrats into politi-
cians. It i the most gobbled and
twisted Bill which touches everything
the wrong way about. It is like catch-
ing your nose from other side of your
head. 1 cannot even reach it.

I can tell you one thing about all
this business of over-invoicing, under-
invoicing, head-office expenses, region-
al office expenses, brand names,
foreign-owned domination companies,
all these mal-practces that go on.
There is no denying the fact that
there are some mal-practices. But no
one is near what is imagined by this
House. There are some mal-practices.
They should be checked and they
should be intelligently checked. This
Bill is not necessary to check these
mal-practices. All of them could have
been checked. The original sin was
committed a long time ago when Shri
T, T. Krishnamachari was given the
original permission and, ever since
then, it has continued to a point where
today, they find, if a tooth-paste is
manufactured here, unless it has a
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Sanskrit name, it will not brush the
teeth. This is a sort of psycholegy that
has developed.

Why don’t we for a change export
some of the technologies that we have
in this country? We resist import-
ing technology. 1 know, when we
have spent millions of dollars import-
ing and making Indian technology,
for instance, how to manufacture
broad stee] plates for which techno-
logy now exsist is India and it is an
Indian technology—we sent 50 Engi-
neers abroad, to Chicago, trained
them; they are now a part of your
establishment; they are Government
servants—yet, when it comes to build-
ing a plate mill at Bokaro, what hap-
pens that our masters persuade us
that there must be imported tech-
nology which they do not have, they
buy their requirements from Italy
and Spain and they have forced us
to put a mijll which will manufacture
only narrow plates costing Rs. 350
crores instead of Rs. 250 crores at
which we could have built it.

You talk about drainage of foreign
exchange, leakage of foreign exchange.
I do not think that these gentlemen
are serious. Therefore, all I can sug-
gest for your earning abroad is to earn
your way all through this, export
some of the technology in which we
are pass masters, the technology in
which we have prevailed as the great-
est country in the world. Why does
not this Government teach the other
Governments all over the world how
to become corrupt? I think, this is the
technology in which they have become
pass masters. Let them export this
technology and earn foreign exchange
instead of wasting our time going
through such Bills at enormous costs
which are not going to plug any leak-
age of foreign exchange.

SHRI YESHWANTRAO CHAVAN:
Most of the speakers repeated some
of the points made in the considera-
tion stage. Therefore, I do not think
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1 need reply to many of the points
except to say that hon. Member, Shri
Madhu Limaye, has tried to sum up
some Of his suggestions for considera-
tion of the House.....

SHRI MADHU LIMAYE:
the Third Reading.

This is

SHRI YESHWANTRAO CHAVAN:
I am describing what you did.

The only thing that I can say about
his last suggestion regarding foreign
banks is that our policy remains un-
changed.

About the other suggestions, they
would be kept in mind; this much I
can say.

MR. CHAIRMAN: The question is:

“That the Bill, as
passed.”

amended, be

The motion was adopted.

16.38 hrs,

RESERVE BANK OF INDIA (AMEND-
MENT) BILL

MR. CHAIRMAN: Now we take up
the next item, namely, the Reserve
Bank of India (Amendment) Bill.

Shri Yeshwantrao Chavan.

THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN):
Sir, I move:

“That the Bill further to amend
the Reserve Bank of India Act,
1934, be taken into consideration.”

This short Bill seeks to empower the
Reserve Bank of India to enter jnto
arrangements for the clearing and
settlement of transactions on account
of the external trade of India, and for
that purpose, to become, with the ap-
proval of the Central Government,
member of international or regional
clearing union of Central banks. The



